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Julia Cagé (Sciences Po)

The Future of the Media

AGW Bangalore 2015

1 / 80

Presentation outline

General overview of the economics of the media and the future of the
news.
Study of the epochal transformations sweeping the media.
Impact on political participation and government accountability.

Discussion of a new economic and legal framework for the media, at
the intersection between shareholder companies and foundations.
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What will be the future of the media?
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New York Times, 03/18/1950
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Late Edition
Today, mostly cloudy, breezy, showers, high 55. Tonight, evening showers, mostly cloudy, low 43. Tomorrow, rain, mainly midday on, high
51. Weather map is on Page A16.
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Report Details DEADLINE NEAR,
Ex-Ally’s Claim HEALTH SIGNUPS
About Christie

SHOW DISPARITY

That Governor Knew of
Ft. Lee Lane Closings SIX MILLION ENROLLED
By MICHAEL BARBARO

MICHAEL HANSON FOR THE NEW YORK TIMES

A Slow and Dangerous Recovery
Signs were posted at a store in Darrington, Wash., as the search for victims continued days after a big landslide. Page A12.

Obama’s Goal: College Athletes Aim to Put Price on ‘Priceless’
by a regional director of the NaAssure Saudis
tional Labor Relations Board that
Higher education is becoming a football players at Northwestern
As Paths Split If quarterback Johnny Manziel commercial
transaction between University may have the right to
By NELSON D. SCHWARTZ
and STEVE EDER

By DAVID D. KIRKPATRICK

CAIRO — Over seven decades,
the United States and Saudi Arabia forged a strategic alliance
that became a linchpin of the regional order: a liberal democracy
and an ultraconservative monarchy united by shared interests
in the stability of the Middle East
and the continued flow of oil.
But with President Obama arriving in Riyadh on Friday, the
rulers of Saudi Arabia say they
feel increasingly compelled to go
their own way, pursuing starkly
different strategies from Washington in dealing with Iran, Syria,
Egypt and the role of the Muslim
Brotherhood in the region.
“Their view of Mr. Obama is
that his entire understanding is
wrong,” said Mustafa Alani, an
analyst at the Geneva-based Gulf
Research Center who is close to
the Saudi monarchy. “The trust
in him is not very high, so he will
not have an easy ride, and a lot of
Continued on Page A11

were an employee of Texas A&M,
he would be a bargain.
While university officials readily acknowledge that their star
player’s contributions to the university have been “priceless” and
“immeasurable,” Johnny Football, as he is known to his fans,
probably cost the school about
$120,000 in scholarships during
the three years that Mr. Manziel,
who is now going pro, attended
Texas A&M.
When Mr. Manziel sharply lifted the national profile of the Aggies’ football program in 2012 and
2013, donations to the school rose
by $300 million from the previous
year to $740 million, a record. One
study commissioned by the university valued the team’s exposure as Mr. Manziel passed and
rushed his way to a Heisman Trophy in the last two months of his
first season at $37 million.
As scores of National Football
League coaches and scouts lined
up in College Station on Thursday to watch Mr. Manziel strut
his stuff ahead of the National

SHIFTING IDENTITY OF COLLEGE

school and student. Page A12.

Football League draft in May, the
money and acclaim that he
helped the Aggies attract underscore just how big a business college sports has become.
That issue was thrown into
bold relief this week with a ruling

form a union and bargain collectively. Although team unions
on campus still face formidable
obstacles, and are years away if
they ever do come into existence,
the ruling highlights a growing
battle over how much so-called
student athletes should share in
Continued on Page B13

The Port Authority official who
directed the shutdown of lanes to
the George Washington Bridge
said that he informed Gov. Chris
Christie of New Jersey about it at
a Sept. 11 memorial ceremony
while the lanes were closed, according to an internal review that
lawyers for the governor released on Thursday.
The official, David Wildstein,
who was a longtime political ally
of the governor, told Mr. Christie’s press secretary, Michael
Drewniak, of the conversation at
a dinner in December, on the eve
of his resignation from the Port
Authority of New York and New
Jersey, according to the inquiry.
But the report said that Mr.
Christie did not recall Mr. Wildstein’s raising the topic during
their interaction and, in a sweeping claim of vindication, found no
evidence that he — or any current members of his staff — was
involved in or aware of the
scheme before it snarled traffic
for thousands of commuters in
Fort Lee, N.J., from Sept. 9 to the
morning of Sept. 12.
The inquiry instead blamed, almost entirely, Mr. Wildstein and
the governor’s deputy chief of
staff, Bridget Anne Kelly, for the
scandal, describing Ms. Kelly as
scrambling to cover up her role.
Mr. Christie has said previously that he did not know of the lane
closings before or while they
Continued on Page A21

Seeking to Ban Online Betting,
G.O.P. Donor Tests Influence
By NICHOLAS CONFESSORE and ERIC LIPTON

A push by the billionaire casino
magnate Sheldon G. Adelson to
outlaw online gambling has ignited a bitter civil war in the gambling industry, dividing one of
Washington’s most powerful interest groups and posing a major
test of the Republican donor’s political clout.
Mr. Adelson’s effort officially
kicked off on Wednesday, when
lawmakers, including a senator,
Lindsey Graham of South Carolina, who has accepted tens of
thousands of dollars in donations
from the businessman and his
family, introduced legislation
originally drafted with Mr. Adelson’s lobbyist.
The bill would close a threeyear-old loophole in federal law

by banning online gambling — a
growing industry that Mr. Adelson argues is bad for casinos and
gamblers — and shutting down
online gambling in a handful
states that recently legalized it.
The dispute has already largely sidelined the industry’s powerful trade group, the American
Gaming Association, after Mr.
Adelson threatened to withdraw
from the organization if it continued to back expanded online
gambling, according to several
industry executives.
Mr. Adelson’s political prominence will be on display Thursday in Las Vegas at the start of
the four-day meeting of the ReContinued on Page A3

DOUG MILLS/THE NEW YORK TIMES

At the Vatican, a Full and Frank Exchange . . . of Gifts
Pope Francis met President Obama, and gave him his book “The Joy of the Gospel.” Page A10.

By HIROKO TABUCHI

TOKYO — Iwao Hakamada
was a wiry former boxer in his
30s when he was thrown in jail
for the killing of a family of four
that shocked 1960s Japan. On
Thursday, he limped from his cell
on death row, a bewildered-looking 78-year-old who, his family
fears, may have lost his mind in

WEEKEND C1-32

Inquiry for Fugitive Bankers

It’s All About the Birds

Two fugitive brothers from Ecuador,
whose relatives have contributed hundreds of thousands of dollars to American political campaigns, are being investigated by the Department of HomePAGE A4
land Security.

“Audubon’s Aviary” at the New-York
Historical Society details John James
Audubon’s passion for birds. PAGE C23

With much of the evidence
against Mr. Hakamada now discredited, the case rests on what
his family and international human rights activists say is just
such a flawed confession.
Mr. Hakamada has consistently testified that he admitted
guilt only after an intense interrogation in which he was beaten with sticks, deprived of sleep
Continued on Page A11

BUSINESS DAY B1-9

Fuzzy Future for Citigroup
In the wake of the Federal Reserve’s rejection of Citigroup’s capital plans, the
broader question facing the global banking giant is whether it may simply be
PAGE B1
too big to manage.

SPORTSFRIDAY B10-16

New Twist in Search for Plane

Dayton and Wisconsin Win
NEW YORK A20-24

Debate on Terrorism Trials
Prosecutors have won cases in New
York even as officials argue over using
PAGE A22
civilian or military courts.

Firings After Cheating Scandal
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system that boasts a near-100
percent conviction rate and immediately led to calls for reform.
Critics have long charged that
Japanese prosecutors maintain
that rate in part by relying heavily on confessions — instead of
building cases based on solid evidence — sometimes wresting the
admissions of guilt from innocent
people too frightened or agitated
to resist police pressure.

Microsoft Office, the company’s longtime franchise, will finally be available
for Apple iPads, but skeptics wonder if
Microsoft has waited too long. PAGE B1

Ukraine and its Western backers persuaded a large majority of countries in
the United Nations General Assembly to
vote for a resolution dismissing Russia’s
annexation of Crimea as illegal. PAGE A7

The Air Force fired nine officers and accepted the resignation of a base commander in Montana in the aftermath of
a widespread cheating scandal among
PAGE A18
missile launch officers.

prison.
It took the courts nearly half a
century to conclude that the evidence against him may have
been fabricated by police investigators, and to order the retrial he
sought.
The decision on Thursday to
release Mr. Hakamada, thought
to be the world’s longest serving
death row inmate, underscored
the dark side of a criminal justice

For iPad Users, Office Arrives

U.N. Vote Rebukes Russia

NATIONAL A12-18

By SHERYL GAY STOLBERG
and ROBERT PEAR

WASHINGTON — The online
insurance marketplace in Oregon
is such a technological mess that
residents have been signing up
for health coverage by hand. In
Texas, political opposition to
President Obama’s health law is
so strong that some residents believe, erroneously, that the program is banned in their state.
But in Connecticut, a smoothly
functioning website, run by competent managers, has successfully enrolled so many patients that
officials are offering to sell their
expertise to states like Maryland,
which is struggling to sign people
up for coverage.
The disparities reveal a stark
truth about the Affordable Care
Act: With the first open enrollment period set to end Monday,
six months after its troubled
online exchanges opened for
business, the program widely
known as Obamacare looks less
like a sweeping federal overhaul
than a collection of individual
ventures playing out unevenly,
state to state, in the laboratories
of democracy.
The White House said on
Thursday that more than six million people have signed up for
private plans, a significant political milestone for the Obama administration. Independent analysts estimate that an additional
3.5 million Americans are newly
insured under Medicaid — figures the law’s backers hail as a
success.
But those numbers may not reveal much. Federal officials do
not know how many of those who
selected plans were previously
uninsured, or how many actually
paid their premiums. Independent experts warn that the intense
focus on national numbers is misguided, and that it will take years
to fully assess the law’s impact,
much less deem it a success or a
failure.
“The whole narrative about
Obamacare — ‘Will they get to
six million? What is the percentage of young adults going to be?’
— has almost nothing to do with
whether the law is working or
not, whether the premiums are
affordable or not, whether people
think they are getting a good deal
or not,” said Drew Altman, president of the Kaiser Family Foundation, whose analysts are closely tracking the measure.
“It’s almost like trying to preContinued on Page A17

Soul-Searching as Japan Ends a Man’s Decades on Death Row

INTERNATIONAL A4-11

The search for Flight 370 was moved
about 700 miles to the northeast after an
analysis showed that the jet was going
faster than previously thought. PAGE A8

State by State, a Wide
Range of Outcomes
for Obama Plan

Dayton, seeded 11th, beat Stanford, and
Wisconsin topped Baylor to advance to
the Round of 8 in the N.C.A.A. men’s
PAGES B10, 14
basketball tournament.
EDITORIAL, OP-ED A26-27

Paul Krugman

PAGE A27

OBITUARIES A18-19

James R. Schlesinger Is Dead
The tough strategist served in the cabinets of three presidents.
PAGE A18
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Nightcrawler
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Competitive imitation in the practice of “breaking news” and of
sensationalist aesthetics of reportage.
Both in developed and developing countries.
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Trash media vs. High-quality information
Why do we care?
Because the (quality of the) information provided by the media
matters for political participation.
Democracy = well-informed citizens casting well-informed votes.

Increasing evidence in the literature that:
The media affects citizens’ information.
The media affects citizens’ preferences.
The media also affects economic development (e.g. social capital,
women empowerment) and can be used as a tool to fight poverty.
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Trash media vs. High-quality information
Why do we care?
Because the (quality of the) information provided by the media
matters for political participation.
Democracy = well-informed citizens casting well-informed votes.

Increasing evidence in the literature that:
The media affects citizens’ information.
Access to the media → greater political participation (e.g. Stromberg,
2004 on radio; Gentzkow et al., 2012 on newspapers.)
“Excessive” media competition → decrease in quantity/quality of
information → lower political participation (e.g. Cagé, 2015).

The media affects citizens’ preferences.
The media also affects economic development (e.g. social capital,
women empowerment) and can be used as a tool to fight poverty.
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Trash media vs. High-quality information
Why do we care?
Because the (quality of the) information provided by the media
matters for political participation.
Democracy = well-informed citizens casting well-informed votes.

Increasing evidence in the literature that:
The media affects citizens’ information.
The media affects citizens’ preferences.
Media may persuade voters to support particular parties: e.g. “Fox
News effect” (Della Vigna and Kaplan, 2007); bias in cable news
(Martin and Yurukoglu, 2014).

The media also affects economic development (e.g. social capital,
women empowerment) and can be used as a tool to fight poverty.
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Trash media vs. High-quality information (ct’d)

Trash media is not a problem per se (likewise junk food) but may
become a problem if it affects production and/or consumption of
high-quality information.
Substitution effect: when trash media / entertainment programs
become available, viewers may stop watching news programs and sort
into entertainment programs (e.g. Gentzkow, 2006; Prior, 2005, 2007).
General decrease of the quality of information (even of supposedly
high-quality media): “race to the bottom” effect with a dumbing-down
of newspapers content.
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USA Today: Widest circulated print newspaper in the US
$2.00

JANUARY 2 - 4, 2015

THE NATION’S NEWS

FA

IN SPORTS

2015

NCAA Football: Oregon races
into ﬁnal against Ohio State
ROBERT HANASHIRO, USA TODAY SPORTS

NFL WILD-CARD WEEKEND
SATURDAY
Cardinals-Panthers
4:30 ET
Ravens-Steelers
8:15 ET

SUNDAY
Bengals-Colts
1:05 ET
Lions-Cowboys
4:40 ET

THE RAVENS’ JOE FLACCO
BY MITCH STRINGER, USA TODAY SPORTS

NEWSLINE

THE COWBOYS’ DEZ BRYANT
BY MARK TENALLY, AP

New year
ushers in
gas tax,
pot laws

GRIM HOMECOMING

IN NEWS

2011 AP FILE PHOTO

Former N.Y. Gov.
Cuomo is dead

State changes include
minimum wage hike,
immigrant licenses

Death of iconic liberal
came on day his son
was sworn in for new
term as N.Y. governor

Greg Toppo
USA TODAY

E-Z Pass may be
watching you

Who knew? Your E-Z toll
pass can be revoked if
you speed through toll
collection booths.
IN LIFE

DITA ALANGKARA, AP

A relative weeps during the handover of the body of Hayati Lutﬁah Hamid, one of the victims of AirAsia Flight 8501, to her family Thursday at a hospital in Surabaya, Indonesia.
Following Muslim tradition, the victim’s body was buried quickly.
CARNIVAL FILMS 2014 FOR MASTERPIECE

Lady Mary takes
on new role in
‘Downton Abbey’
Mourning is over for
star of period piece on
the British aristocracy.
IN MONEY

Tech invades
Vegas this week

Drones and 4K TV fly
high at annual Consumer Electronics Show.
HOME DELIVERY
1-800-872-0001
USATODAYSERVICE.COM

QIJFAF-05005v(a)L

©COPYRIGHT 2015 USA TODAY,
A division of Gannett Co., Inc.

USA SNAPSHOTS©

Resolutions
broken
Adults who say these resolutions
are hard to keep:
Lose
30 lbs.

86%

Go to gym 3
times a week

68%

Stop eating
dessert

66%

Save 10% of
pay each 54%
month
Source ORC International for Blueberry
Council survey of 1,028 adults
ANNE R. CAREY AND A. GONZALEZ, USA TODAY

The new year is ringing in
higher gas taxes in ﬁve states, legalized pot in two states, a boost
in the minimum wage in 20 states
and an assortment of other state
laws on issues from undocumented immigrants who drive to dogs
who eat in restaurants.
The biggest rise in gas taxes is
in Pennsylvania, at 9.8 cents, according to the Institute on Taxation and Economic Policy, a tax
watchdog group. It is followed by
Virginia, 5.1 cents; Maryland, 2.9
cents; North Carolina, 1 cent; and
Florida, 0.3 cents.
New York, Nebraska, Vermont,
West Virginia and Kentucky have
enacted small gas tax reductions,
according to the institute.

The body of the ﬁrst victim from AirAsia Flight 8501 was turned over to her family
and buried Thursday. Two more bodies were recovered before bad weather
forced officials to call a halt to further search efforts for the day. Story, 2A

DILEMMA OVER
DEDUCTIBLES

DAMIAN DOVARGANES, AP

Laura Ungar
and Jayne O’Donnell
USA TODAY

Physician Praveen Arla is witnessing a reversal of health care
fortunes: Poor, long-uninsured
patients are getting Medicaid
through Obamacare and ﬁnally
coming to his office for care. But
middle-class workers are increasingly staying away.
“It’s ﬂip-ﬂopped,” says Arla,
who helps his father run a family
practice in Hillview, Ky. Patients
with job-based plans, he says, will
say, “My deductible is so high. I’m
trying to come to the doctor as
little as possible. … What is the
minimum I can get done? They’re
really worried about cost.”
It’s a deep and common concern across the USA, where employer plans cover 60% of
working-age Americans, or about
150 million people. Coverage long
considered the gold standard of
health insurance often requires
workers to pay so much out-ofpocket that many skip doctor visits, put off medical procedures
and ration pills, much as the uninsured have done.
A recent Commonwealth Fund
survey found that four in 10
working-age adults skipped some
kind of care because of cost. The

STATE-BY-STATE 4A

MARKETS 2014 2B

PERCENTAGE OF COVERED
WORKERS WITH DEDUCTIBLES OF $1,000 OR MORE
For single coverage,
all company sizes:
45%

41%

40%

employees.
The size of the average deductible more than doubled in eight
years, from $584 to $1,217 for individual coverage. Add to this copays, co-insurance and the price
of drugs or procedures not covered, and it’s all too much for
many Americans.
Holly Wilson of Denver, a communication company fraud investigator, recently went without her
blood pressure pills for three
months because she couldn’t afford them, given her $2,500 deductible. Her blood pressure shot
so high, her doctor told her she
v STORY CONTINUES ON 5A

Contributing: Associated Press

portion of workers with annual
deductibles — what consumers
must pay before insurance kicks
in — rose from 55% eight years
ago to 80% today, according to research by the Kaiser Family
Foundation. A Mercer study
showed that 2014 saw the largest
one-year increase in enrollment
in “high-deductible plans” —
from 18% to 23% of all covered

Coverage requires
workers to pay so
much that many
skip doctor visits

35%
30%
25%
20%
15%
10%
5% 10%
0
’06

’14

Source Kaiser Family Foundation’s
“Employer Health Beneﬁts, 2014 Annual
Survey: Employee Cost Sharing”
FRANK POMPA, USA TODAY

AUTOS 4B

PUZZLES 5D

SCREEN CHECK 6D
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WEATHER 6A

Circulation over 1.5 million a day.

Immigrant
Bertha
Diaz,
right,
drives
with her
daughter
Viviana,
17.

Legalized possession of marijuana takes effect in Alaska in
February and Oregon on July 1.
They join Colorado and Washington, which have legalized pot use.
About 2.4 million low earners
will get raises of up to $1 an hour
because of the increase in the
minimum wage in 20 states and
the District of Columbia to an average of $8 an hour, according to
the Economic Policy Institute.
The federal hourly minimum is
$7.25.
In California, more than 1 million undocumented immigrants
become eligible to apply for driver’s licenses. People who entered
or stayed in the country illegally
will be able to drive legally in the
state.
Highlights of other new state
laws:
uIllinois prohibits private employers with 15 or more employees from asking about a job
applicant’s criminal history before a personal interview or conditional job offer.
uNew York bars consumers
from tossing out computers, TVs,
video game consoles and other
electronics with their curbside
trash.
uNorth Carolina requires
home sellers to disclose whether
underground oil and gas drilling
rights have been sold.
uIn California, dogs who like
to dine out with their owners get
a break. In a partial lifting of a
ban on pets in restaurants, the
state will permit dogs on outdoor
patios if restaurants are willing to
have them and local laws don’t
ban pets.

COSTS CRIPPLE THE MIDDLE CLASS

Founded in 1982.

YOUR SAY 6A
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Jack Kelley: USA Today star reporter

Nominated five times for a Pulitzer
Prize.
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Jack Kelley: The Rise and Fall (AJR)
July 1982: Jack Kelley hired as a news assistant at USA Today.
September 15, 1982: USA Today launches. Kelley has a story in the
first issue.
1986: Kelley becomes a reporter.
November 25, 1992: A 568-word Kelley story from Berlin describes
Germany’s hatred of Gypsies.
A significant portion of Kelley’s story is similar to parts of a 3,500-word
Washington Post piece on Gypsies from earlier that month.

September 2, 1998: A 658-word Kelley story from Pakistan describes
Darra Adam Khel, a village that exists to sell guns.
A significant portion of Kelley’s story is similar to a 1,300-word
Washington Post piece that ran July 9, 1998.
Julia Cagé (Sciences Po)
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Jack Kelley: The Rise and Fall (ct’d)
March 10, 2000: In a dramatic story from Cuba, Kelley is a witness on a
beach as Cubans get onto a boat, trying to make it to Florida. Some of
them die, among which a woman, in a storm at sea and Kelley gets
play-by-play details of their demise from survivors.
“Quest for freedom carries a price”
CARDENAS, Cuba – Guided by the dim light of a crescent moon, nine people,
one pregnant and one carrying a young child, crept from a grove of mangrove trees
bordering a deserted beach and walked quickly toward shore. (...)
A wave hit the right side of the boat, throwing Guadeloupe and another woman
out the other side, Roberto said. It was the last anyone saw of them.
Seconds later, another wave hit the boat, knocking Ignacio, Yacqueline and
Ulices into the water. Ignacio struggled to stay afloat and to keep the child’s head
above water, Silvia said. Yacqueline, who didn’t know how to swim, flailed her arms
as if trying to climb out of the water. She opened her mouth to scream but
swallowed seawater instead. She never saw Ulices in the water behind her.
Then, “they all disappeared,” Silvia said.
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Jack Kelley: The Rise and Fall (ct’d)
Kelley used a snapshot he took of a Cuban hotel worker to authenticate
the woman who died. The woman in the photo neither fled by boat nor
died.
The central elements of the story are fabricated. The story
includes a photo taken by Kelley, purporting to show a woman
who drowned in a storm off Cuba in 2000. In fact, investigators
found that the woman in the photo was alive in February 2004.
The story includes a description of a sculpture of an AK-47 at
the main gate of Cuba’s Villa Marista jail, but investigators
found no such sculpture exists or existed when Kelley was in
Cuba. Other contradictory facts, such as weather records
showing there was no offshore storm on the night in question,
suggests there is little in the story that is valid.
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Jack Kelley: The Rise and Fall (ct’d)
August 9, 2001: Kelley happens to be walking by a Jerusalem pizza shop
as a suicide bomber detonates a bomb. His story the following day details
how he saw the bomber enter the restaurant and how, later, arms and legs
“rained down onto the street.”
USA TODAY ’s Jack Kelley was 30 yards away when the bomb detonated. Here is his report:
JERUSALEM – It was a scene out of a war movie. The blast was so powerful it
blew out the front of the Sbarro pizza restaurant on Jaffa Street. It knocked down
people up to 30 yards away and sent flesh onto second-story balconies on the next
block. Traumatized women, some with nails from the bomb embedded in their
faces, arms and chests, huddled on the street corner and cried. Men stood
motionless in shock. Children, their faces burned, walked around screaming, “Mom,
mom, where are you?” Blood splattered the walls and dripped onto sidewalks.
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Correction on USA Today ’s website
In early 2004, a team of journalists found strong evidence
that former reporter Jack Kelley fabricated substantial portions
of at least eight major stories and lifted nearly two dozen quotes
or other material from competing publications. (...)
This story was among those cited. The investigation found
that the events of the suicide bombing at the Sbarro pizza
restaurant differed substantially from what Kelley reported,
including that (...) Kelley did not see the suicide bomber before
the explosion (...); there is no record of a Rabbi Moshe Aaron,
quoted by Kelley, as working as a volunteer at the scene; Kelley
likely was not with an Israeli intelligence officer, as he claimed.
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A decrease in the quality of the media?

Jack Kelley faked major stories, lied and plagiarized.
Similarly, Jayson Blair, a New York Times reporter, resigned from the
newspaper in 2003 in the wake of the discovery of plagiarism and
fabrication in his stories.

⇒ How to explain such a decrease?
Increased market pressure, associated with cutbakcs in reporting and
editorial quality.
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Trash media vs. High-quality information (ct’d)
Trash media is not a problem per se (likewise junk food) but may
become a problem if it affects production and/or consumption of
high-quality information.
Substitution effect: when trash media / entertainment programs
become available, viewers may stop watching news programs and sort
into entertainment programs (e.g. Gentzkow, 2006; Prior, 2005,2007).
General decrease of the quality of information (even of supposedly
high-quality media): “race to the bottom” effect with a dumbing-down
of newspapers content.
Decrease of the resources available to general information media.
We will focus on the decrease in advertising revenues and the size of
the newsrooms.
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Corruption

Finally, one has also to take into account the issue of corruption
(e.g. “coupage” in developing countries).
Papers were not run as businesses in the US before the end of the 19th
century and relied strongly at that time on political parties and
corruption.
As of today, the lack of advertising resources make corruption – in the
broader sense – central for the survival of newspapers in many
countries, in particular in sub-Saharan Africa.

Also an issue in India.
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Corruption
Finally, one has also to take into account the issue of corruption
(e.g. “coupage” in developing countries).
Also an issue in India.
Of late, the campaign using the media (especially print
media) has taken a more disturbing turn. There have been
several complaints of surrogate advertisements or paid news
appearing in the form of news items. On the face of it, such
advertisements give an impression of a genuine news report
covering the election campaign of a particular candidate. But
when such reports repeatedly appear in that newspaper more or
less on a regular basis, the matter does give rise to a doubt or
suspicion whether the reports are honest coverage of the election
campaign of the candidate as innocent news item.
(Press Council of India, 2011)
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Hence a question: how can one safeguard the production and extensive
availability of high-quality information?
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What is information?

1

What is information?
The production of information and the size of the newsroom
A decrease in the quality of information?

2

Media crisis and its illusions
The advertising illusion
The competition illusion
The illusion of a new “Gilded age” for media

3

A new economic and legal framework for the media
Nonprofit and noncommercial ownership of media
Public companies: The deal from hell?
Save the media
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Julia Cagé (Sciences Po)

The Future of the Media

AGW Bangalore 2015

20 / 80

What is information?

Hard news vs. Soft news
Hamilton (2004): the market transforms information into news.
2 kinds of news:
Hard news = “accountability news”.
Form of news whose purpose is to hold government and those with
power accountable. ⇒ Fact-based news.
Also called “political information” (information which motivates people
to go to the pools).

Soft news = “commodity news”.
“Plain vanilla news that is generated by a few news companies and sold
cheap, like mass-produced fast food.” (Jones, 2010).

⇒ Issue with high-quality hard news: it is costly to produce, especially
investigative reporting.
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What is information?

The production of information and the size of the newsroom

The need for journalists

To produce information, and in particular hard news, a media needs...
a newsroom. ⇒ There is no information without journalists.
How did the number of journalists evolve over time?
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What is information?

The production of information and the size of the newsroom

Evolution of the number of journalists: France
Evolution of the number of journalists
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What is information?

The production of information and the size of the newsroom

Evolution of the number of journalists

Recent decrease in the number of journalists (beginning in the 2000’s;
due to the “media crisis”? – we will come back to this point later)
but trend: overall increase in the total number of journalists.
Around .14% of the working population.

Does it mean that we are better informed today?
Normalization: working population.
But may just reflect increasing importance of knowledge workers.
Normalize number of journalists by senior executives and knowledge
workers.
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What is information?

The production of information and the size of the newsroom

Evolution of the number of journalists: France
Evolution of the number of journalists
as a share (%) of the number of senior executives and knowledge workers
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What is information?

The production of information and the size of the newsroom

A revolution of the journalist profession

Not only decrease in the total number of journalists as a share of
senior executives and knowledge workers, but also decrease in the
absolute number of journalists working in general information
newspapers.
Even taking into account journalists working for the website of these
newspapers.
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What is information?

The production of information and the size of the newsroom

Evolution of the number of daily newspaper journalists:
United States
Evolution of the number of daily newspaper journalists
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What is information?

The production of information and the size of the newsroom

International comparaison (2013)
Number of daily newspaper journalists (% of working population)
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What is information?

The production of information and the size of the newsroom

India?

World Association of Newspapers (WAN) data: .006% in 2005.
30,000.
But issue of reliability of WAN data.

We need to learn more about the state of the media in developing
countries!
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What is information?

The production of information and the size of the newsroom

A decrease in the size of the newsrooms
How to interpret this decrease in the number of journalists?
Decrease in the number of media outlets...
... or decrease in the number of journalists by media outlet?

Decrease in the size of the newsrooms.
Why do we care?
Production function of the media industry: increasing returns to scale.
The cost of producing the first newspaper is high and increasing in
quality – it depends on the number of journalists on staff –, but once
this fixed cost has been borne, the variable cost of selling additional
newspapers is limited to the cost of paper, printing and distribution,
which is relatively low.
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A decrease in the size of the newsrooms
How to interpret this decrease in the number of journalists?
Decrease in the number of media outlets...
... or decrease in the number of journalists by media outlet?

Decrease in the size of the newsrooms.
E.g. average number of journalists by newspaper in 2001 in the US: 39.
In 2013: 27.

Why do we care?
Production function of the media industry: increasing returns to scale.
The cost of producing the first newspaper is high and increasing in
quality – it depends on the number of journalists on staff –, but once
this fixed cost has been borne, the variable cost of selling additional
newspapers is limited to the cost of paper, printing and distribution,
which is relatively low.
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What is information?

A decrease in the quality of information?
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What is information?

A decrease in the quality of information?

Research challenges

How to measure the “quality” of information?
Quality = quantity?
Information vs. entertainment. ⇒ Study content of newspapers (Cagé,
2015).
Proxy quality using the size of the newsroom (output rather than
outcome).

How to measure how well citizens are informed?
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What is information?

A decrease in the quality of information?

Research challenges

How to measure the “quality” of information?
How to measure how well citizens are informed?
Surveys (in the spirit of what is done by Prior, 2005, 2007: develops a
measure of people’s media content preference and include it in a
representative opinion survey of 2,358 US residents).
But where does this information come from? ⇒ Use “natural
experiments”.
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What is information?

A decrease in the quality of information?

Research in progress:
The production of information in an online world

Joint work with Nicolas Hervé et Marie-Luce Viaud (INA).
Information is costly to produce but cheap to reproduce. This
research project aims at tackling the following questions:
Who are the main providers of original news in an online world?
What are the benefits of breaking out a story? And how does
information change as it propagates?
How does it affect consumer information and consequently political
outcomes?
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What is information?

A decrease in the quality of information?

The production of information in an online world (ct’d)

We use a large set of French general information media outlets to
construct on a daily basis the set of news story, and then study the
timeline of each story.
Media content data from the OTMedia project implemented at INA.
Our dataset over 89 media sources contains 2,000,290 documents for
the year 2013.
These documents correspond to all the articles published online by the
media outlets.

Very preliminary results:
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What is information?

A decrease in the quality of information?

The production of information in an online world (ct’d)
We use a large set of French general information media outlets to
construct on a daily basis the set of news story, and then study the
timeline of each story.
Very preliminary results:
The probability of breaking a news and providing more original
information increases with the size of the newsroom.
However, no benefits in terms of audience/readership nor advertising
revenues.

⇒ Need for a copyright policy? Or at least need for incentives for
investments in news gathering.
In the absence of such incentives, we may assist to an overall decrease
in the production of information.
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What is information?

A decrease in the quality of information?

Wrap-up

Hard to capture “quality of information” empirically.
But general consensus: media are an industry in crisis.
I will show you that the economic downturn nor the Internet caused
this crisis.
Ongoing process that can be traced back to the 1960’s-1970’s.

Hence how to explain the media crisis and its persistence?
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What is information?

A decrease in the quality of information?

Wrap-up

Hard to capture “quality of information” empirically.
But general consensus: media are an industry in crisis.
Hence how to explain the media crisis and its persistence?
Because of a number of illusions, appropriate solutions have not been
taken.
The advertising illusion.
The competition illusion.
The illusion of a new “Gilded age” for media.
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Media crisis and its illusions

1

What is information?
The production of information and the size of the newsroom
A decrease in the quality of information?

2

Media crisis and its illusions
The advertising illusion
The competition illusion
The illusion of a new “Gilded age” for media

3

A new economic and legal framework for the media
Nonprofit and noncommercial ownership of media
Public companies: The deal from hell?
Save the media
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Media crisis and its illusions

The advertising illusion

Advertising: a solution?

How to provide media outlets with incentives for investments in news
gathering? And to guaranty their independence?
According to some authors, advertising is the guarant of newspaper
independence.
On the contrary, according to others, advertising undermines media
independence.
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Media crisis and its illusions

The advertising illusion

Advertising: a solution?
How to provide media outlets with incentives for investments in news
gathering? And to guaranty their independence?
According to some authors, advertising is the guarant of newspaper
independence.
Schudson (1981): in the US in the 1830’s, large circulation and the
advertising it attracted allow newspapers to become objective rather
than depending on subsidies from political parties (penny paper).
“Sources of income that depended of social ties or political fellow
feeling were replaced by market-based income from advertising and
sales.”
“Until the 1830s, a newspaper provided a service to political parties
and men of commerce; with the penny press a newspaper sold a
product to a general readership and sold the readership to advertisers.
The product sold to readers was “news””.

On the contrary, according to others, advertising undermines media
independence.
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Media crisis and its illusions

The advertising illusion

Advertising: a solution?
How to provide media outlets with incentives for investments in news
gathering? And to guaranty their independence?
According to some authors, advertising is the guarant of newspaper
independence.
On the contrary, according to others, advertising undermines media
independence.
E.g. temptation not to publish something that will offend an
advertiser.
Reliance of advertising may also lead to a decrease in the quality of
information: e.g. in broadcast markets, viewers aged 18-34 command
higher advertising rates; news outlets may cater to the preferences of
these younger viewer who are much less likely to express interest in
traditional hard news stories (Hamilton, 2004).
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Media crisis and its illusions

The advertising illusion

Advertising: a solution? (ct’d)

Whether advertising is “good” or “bad” for the media is not the
important issue at stake.
Media outlets spend a lot of time, money and efforts to increase their
advertising revenues.
Not a good strategy: even with a lot of free content online (and an
increasing audience) they won’t be able to get more ad revenues.
But this quest for ad may lead them to lose other sources of revenue.
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Media crisis and its illusions

The advertising illusion

Total advertising spending (all media)
Evolution of advertising spending
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Media crisis and its illusions

The advertising illusion

How to explain such a decrease?

Increase in media competition (with an increasing number of outlets
plus social networks – e.g. Twitter and Facebook) → decrease in
advertising price.
Decrease in advertising revenues despite increase in space media devote
to advertising.
Moreover, Google and Facebook capture more than half of the
advertising market (in the future also Amazon).

Direct marketing.
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Media crisis and its illusions

The advertising illusion

Newspaper advertising revenues
Evolution of newspaper advertising revenues (% GDP)
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Media crisis and its illusions

The advertising illusion

Consequences of this decrease?

1

Lower reliance on advertising revenues.
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Media crisis and its illusions

The advertising illusion

Reliance on advertising revenues
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Media crisis and its illusions

The advertising illusion

Consequences of this decrease?

1

Lower reliance on advertising revenues.

2

Decrease in total revenues: media crisis partly due to decrease in
advertising.
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Media crisis and its illusions

The advertising illusion

Newspaper total revenues
Evolution of newspaper total revenues (% GDP)
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Julia Cagé (Sciences Po)

1970

1980

1990

The Future of the Media

2000

2010

AGW Bangalore 2015

43 / 80

Media crisis and its illusions

The advertising illusion

Consequences of this decrease?

1

Lower reliance on advertising revenues.

2

Decrease in total revenues: media crisis partly due to decrease in
advertising.

3

New pricing strategy of newspapers.
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Media crisis and its illusions

The advertising illusion

Advertising revenues and pricing strategy

Angelucci and Cagé (2014): “Price Discrimination in a Two-Sided
Market: Theory and Evidence from the Newspaper Industry”.
Newspapers are increasingly adopting subscriber-based readerships.
This is achieved through charging a relatively low subscription price.
New York Times: home delivery 7 days per week costs $7.70, versus
$2.50 per day at the newsstand.

We investigate whether this change in business model can be linked
to the drop in advertising revenues.
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Media crisis and its illusions

The advertising illusion

Advertising revenues and pricing strategy (ct’d)
Main empirical challenge: isolate the “advertising revenues” effect on
pricing choices.
Idea: use exogenous shock on advertising revenues:
Introduction of advertising on French Television in 1968.
Shifts exclusively the incentives to price discriminate stemming from
advertising revenues.

Use differences-in-differences (DD) approach.
National (treatment group) vs. local (control group) daily newspapers
in France, 1960-1974.
While national newspaper advertising consists mostly of commercial ads
that are relatively close substitutes to those broadcasted on television,
a large share of advertising in local newspapers is local in nature.
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Advertising revenues and pricing strategy (ct’d)

Main empirical results:
The decrease in advertising revenues leads to a decrease in the
subscription price.

⇔ Newspapers adopt a more subscriber-based readership as a
consequence to the drop in advertising revenues.

This phenomenon is not easily explained with current theoretical
work.
We develop a new theoretical framework to rationalize it.
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One good news

Media outlets can survive without advertising (e.g. Mediapart in
France; New York Times).
Advertising revenues represent less than half of total revenues of the
New York Times since 2000.
Revenues from both circulation and digital subscriptions are increasing,
however.

But bad news: the number of outlets the media industry can support
is limited.
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Is more news better news?
Cagé (2015): “Media Competition, Information Provision and
Political Participation”.
In this paper I investigate the consequences of an increase in the
number of media outlets on the quantity and type of news they
provide.
According to the common wisdom, more media competition
Increases the dissemination of information;
Increases ideological diversity;
Promotes truth.

I challenge this conventional wisdom.
I show that under certain conditions more media competition can
lead to less information.
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How do media outlets react to competition?

Industrial organization aspects of an increase in competition have
been overlooked in the literature.
I shed a new light on this debate by focusing on the IO dimension of
media competition.
I focus instead on the investment decisions of media outlets:
1

Mass media operate under increasing returns to scale.

2

They face heterogeneous consumers which differ in their
willingness-to-pay for quality.
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Overview of the simple theoretical framework
Using a vertical product differentiation model, I compare the
production choices of newspapers under monopoly and duopoly.
Newspaper quality.
Consumers are heterogeneous in their willingness-to-pay for quality.

Extension: I divide newspaper content between hard and soft news.
Type of news produced.

Two-stage non-cooperative sequential game:
1

Newspapers first choose simultaneously their quality.

2

Newspapers then compete simultaneously in price.
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Main insights
When heterogeneity of consumers’ willingness-to-pay for quality is
low, under competition, both duopolists provide a lower-quality
newspaper than the monopolist.
Channel: business-stealing and cost duplication.

Extension: when there is more heterogeneity in the tastes for an
attribute than for the other attribute, both duopolists reduce the
quality of the low-heterogeneity attribute compared to the
monopolist.
Corollary prediction: if more informed voters are more likely to vote
and heterogeneity in the willingness-to-pay for quality is low,
newspaper entry leads to a decrease in voter turnout at elections.
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Overview of the empirical analysis
I build a new dataset on French local daily newspapers and city-level
turnout at local (mayoral) elections, 1945-2012.
I estimate the effect of newspaper entry by comparing counties that
experience entry to similar counties in the same years that do not.
Proxies for newspaper quality:
Number of journalists.
Size of the newspaper.

I also collect data on newspaper content: hard news (public affairs
news) vs. soft news (entertainment).

Julia Cagé (Sciences Po)

The Future of the Media

AGW Bangalore 2015

53 / 80

Media crisis and its illusions

The competition illusion

Overview of the empirical results

Newspaper entry leads to substantial declines in the total number of
journalists.
More newspapers are also associated with fewer news articles and
lower hard news provision.
Newspaper entry is ultimately found to decrease voter turnout at
local (mayoral) elections.

⇒ These effects are concentrated in low-heterogeneity counties with little
impact on high-heterogeneity counties.
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⇒ An entry reduces the circulation of incumbents by 26% on average,
more than 30% in low-heterogeneity areas.
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Figure: Impact of Newspaper Entry on Incumbent Newspapers’ Number of Employees

20% decrease in the number of employees.
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Effect of the number of newspapers on the share of hard
news

Share of Articles on Hard News in the Newspaper
Number of newspapers

(1)
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(0.73)

(2)
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No
No
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Year FE
Controls
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Clusters (County-Year)
Mean DepVar
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Implications
These findings may benefit the public debate by questioning the view
that more media competition is necessarily socially efficient.
They obviously do not imply that media monopoly is desirable.
Issues with media monopoly: media capture and monopoly rents.

Future research should study the relevance of policy interventions to
compensate for the welfare losses that may arise from excessive
competition under certain conditions.
Subsidies for the press.
Support for news agencies.
Antitrust exemptions.
...
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The new media owners
For the first time in a long while, people with money are excited
about the news business:
Jeff Bezos (Amazon): Washington Post ($250 million).
Pierre Omidyar (eBay): First Look Media ($250 million).
John Henry (Red Sox): Boston Globe ($70 million).

Good news or bad news?
Positive aspect: money is back... E.g. Washington Post: investments
and increase in the size of the newsroom.
But negative aspect: issue of independence.
We may be back to the pre-1830’s time in the US, where newspapers
where not objective nor independent because owned by political parties
and men of commerce.
Family dynasties and “citizen kanes” (e.g. the Chandlers in Los
Angeles – Los Angeles Times).
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Related issue: money in politics
There are legislations in the majority of developed countries to control
and limit the amount both firms and individuals can give to
politicians / political parties.
Side note: big issue in the US as of today with changes in legislations
and Political Action Commitees (PACs).

Why?
Because “money corrupts congress” (Lessig, 2011).
The rich are able to use their resources to influence electoral, legislative,
and regulatory processes through campaign contributions, lobbying,
and revolving door employment of politicians and bureaucrats.
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Why hasn’t democracy slowed rising inequality ?
Bonica et al. (JEP, 2013)

⇒ The share of total income received by the top 0.01% of households is
about 5% but the share of campaign contributions made by the top 0.01%
of the voting age population is over 40%.
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Figure 5
Concentration of Income and Campaign Contributions in the Top 0.01 Percent of
Households and Voting Age Population

Share (in %) of income/contributions

40%

Campaign contributions
Income

30%

20%

10%

0%

12
20
10
20
08
20
06
20
04
20
02
20
00
20
98
19
96
19
94
19
92
19
90
19
88
19
86
19
84
19
82
19
80
19
Year/Election cycle
Source: For income data, Piketty and Saez (2013).
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Wrap-up

Media outlets need capital (both funding and operating capital).
But we also need to protect outlets from “big” owners and guaranty
their independence.
Same way we need to limit amount one can “invest” in political parties.

Need for a new economic and legal framework for the media.
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A new framework

Framework at the intersection between public companies and
(nonprofit) foundations.
Non-profit sector well-developed in the US.
Think about most famous universities, museum...

But not in the media. Why?
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Nonprofit and noncommercial ownership of media

Why is nonprofit a small part of the US news system?
Because of the legislation.
The classification as a nonprofit speaks to the tax status and financial
structure of an organization.
Under the Internal Revenue Service (IRS) section 501(c)(3)-501(c)(9),
a qualifying organization must invest any surplus revenue back into the
organization, rather than paying dividends to shareholders.
Individual contributions to a nonprofit organization are considered
tax-deductible.
The organization itself is exempt from paying certain federal taxes.

Main difficulty: to qualify for 501(c)(3) status, news organizations
have to demonstrate to the IRS that they meet an educational need
in society.
Similar issue in France.

As a consequence, the majority of the nonprofit news outlets are
sponsored by another organization (most often a university...).
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Nonprofit and noncommercial ownership of media

Why is nonprofit a small part of the US news system?
Main issue: fear of government intervention.
Government subsidies to the media everywhere in the world, including
in the US, however (see e.g. McChesney and Nichols, 2010).
→ American newspapers have relied on government subsidies since
Washington’s day.
The federal government has discounted postage rates for publications
since 1792.
Plus notices publications by governments in newspapers.

Moreover one has to think in the broader terms of culture,
education... public goods and knowledge production.
One important condition: to be efficient, government intervention has
to be neutral.
Neutrality through tax deductions.
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Nonprofit and noncommercial ownership of media

Why is nonprofit a small part of the US news system?
Germany’s largest media firm – and Europe’s largest media company
–, Bertelsmann, is owned by the Bertelsmann Foundation, a
non-profit entity.
Moreover, there are several forms of noncommercial ownership:
Direct government ownership (e.g. Voice of America).
Indirect control by lower levels of government (e.g. broadcast station
licensed to a state university);
Nonprofit public TV stations;...

But limit: no voting rights for small donors.
And concentration of power in a couple of hands (on top of tax
deductions...) (e.g. the Bertelsmann Foundation is controlled by the
Mohn family).
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Public companies: The deal from hell?

Public companies
More than half of the largest US newspaper chains sell stock in the
stock market.
Relatively new phenomena: newspaper companies only went public
beginning in the 1960’s.

But failure of publicly traded newspaper company. Why?
Unlike privately held companies, publicly held corporations have a
fiduciary responsability to maximize profits for stockholders in the US
capitalism system.
Contradicts the Statement of Principles of the American Society of
Newspaper Editors: “The primary purpose of gathering and distributing
news and opinion is to serve the general welfare by informing the people
and enabling them to make judgments on this issues of the time.”

Easier way to increase margins? Cutting costs, i.e. cutting personnel
(and reducing the size of the newsroom).
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Public companies: The deal from hell?

Public companies (ct’d)
⇒ The relentless quest for ever higher profits has resulted in noticeable
decline in the quality of information.
O’Shea (2011): “the deal from hell”.

But positive aspects: important number of stockholders; democratic
decision-making process; easier to raise capital (equity).
Not serving the “general welfare”, however.

We need to combine in a single framework the advantages of
nonprofit foundations (public good provision, secured capital) and of
public companies (high number of small stockholders and democratic
decision-making).
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Sauver les médias
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es médias sont en crise. Pas seulement la presse écrite, mais
toute la chaîne de production de l’information. Confrontés
à une concurrence croissante et à une baisse inexorable des
recettes publicitaires, les journaux, les radios, les télévisions,
les pure players sont tous à la recherche d’un nouveau modèle.
Fondé sur une étude inédite des médias en Europe et aux
États-Unis, ce livre propose de créer un nouveau statut de
« société de média à but non lucratif », intermédiaire entre
le statut de fondation et celui de société par actions. Ce
statut permettrait d’œuvrer pour des médias indépendants des
actionnaires extérieurs, des annonceurs et des pouvoirs publics,
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Save the media

A nonprofit media company status

Nonprofit company:
Must invest any surplus revenue back into the organization.
Shareholders not allowed to withdraw.
Tax-deductible contributions.

As in a public company, a lot of stockholders, each of them with
voting rights.
But voting rights do not increase proportionally with shares in the
company.

Julia Cagé (Sciences Po)

The Future of the Media

AGW Bangalore 2015

78 / 80

A new economic and legal framework for the media

Save the media

A nonprofit media company status

Nonprofit company:
Must invest any surplus revenue back into the organization.
Shareholders not allowed to withdraw.
Tax-deductible contributions.

As in a public company, a lot of stockholders, each of them with
voting rights.
But voting rights do not increase proportionally with shares in the
company.
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A new economic and legal framework for the media

Save the media

Capital and power
Below a certain threshold (e.g. 1%), “stockholders” are allowed to
gather to form an association (e.g. editors’ association or readers’
association).
Compared to existing model of crowdfunding, they obtained voting
rights: they are no longer considered as crowdfunders/donors but as
stockholders.

Above a certain threshold (e.g. 10%), voting rights increase less than
proportionally with capital shares.
E.g. above this threshold, only 1/3 of capital contributions give rise to
voting rights.
Tax-deductions offset this loss of power.

Below this threshold (for small stockholders), they increase more than
proportionally (so as to sum up to 100%).
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A new economic and legal framework for the media

Save the media

⇒ More democratic power sharing.

Thanks a lot for your attention!
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