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Chapter 13/Media Economics and the Global Marketplace



[p.450] “Compelling narratives are what attract people to media…People make sense of their experiences and articulate their values through narratives.”
[p.451] “The Internet is marked by shifting and unpredictable terrain.  (It) has forced almost all media businesses to rethink not only the content they provide but the entire economic structure within which our capitalist system operates.”
Common structures of the Media Industry:

1. Monopoly – a single firm dominates production & distribution [example: the telephone business under AT&T until 1982]

2. Oligopoly – a few firms dominate, controlling most production & distribution [example: book publishing & feature film]

3. Limited Competition (monopolistic competition) – a media market with many producers and sellers but only a few products within a particular category [example: radio]

Media companies that offer alternative products are becoming rare because of high start-up costs.

How media collect revenue:

· Direct payments – products supported primarily by consumers who buy a book, CD, movie, Internet service or cable TV

· Indirect payments – products supported primarily by advertisers who buy an audience like radio, TV, newspaper, magazine

Some forms of media generate revenue both directly and indirectly (newspapers, magazines, online services, cable TV)

Economies of scale – the practice of increasing production levels to reduce the cost of each product

Traditional expectations of media (do you agree or disagree?):

· Introduction of new technologies

· Make services available to all economic classes

· Facilitate free expression and robust political discussion

· Act as public watchdog over wrongdoing

· Play a positive role in education

· Maintain the quality of culture

[p.455] The transition to a global economy began in the 1950s as the machines that drove the Industrial Age changed gears for the new Information Age.  “The emphasis on mass production shifted to the cultivation of specialized niche markets.”

History of Regulation:

1890 – Congress passed the Sherman Antitrust Act outlawing monopoly practices and corporate trusts that fixed prices to force competitors out of business
1914 – Congress passed the Clayton Antitrust Act prohibiting manufacturers from selling only to dealers and contractors who agreed to reject rival products
1950 – Congress passed Celler-Kefauver Act which limited corporate mergers and joint ventures that reduced competition

1982 – U.S. Department of Justice breaks up AT&T by ordering it to divest the regional Baby Bell telephone companies.

Until the 1980s antitrust rules attempted to ensure diversity of ownership among competing businesses.
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John D. Rockefeller, Sr., was considered the

richest man in the world in the late 1800s, controlling more than 90% of the U.S. oil

refining business.  The government used

antitrust regulations to bust up Standard

Oil into 30 separate companies in 1911.

Since the 1980s, a spirit of deregulation has guided communication legislation.

Today – the same anti-competitive mindset exists that once allowed a few utility and railroad companies to control their industries.
Deregulation – began in various industries (airlines, energy, communications, and financial services) during the Carter Administration in the 1970s and continues today.  

Deregulation led to easier mergers, corporate diversification, and increased tendencies toward oligopolies.  Deregulation suggests that markets can take care of themselves without government interference.

Flexible markets – 80-90% of new consumer & media products typically fail so a flexible market demands rapid product development and efficient market research; this heavily favors large companies with greater access to capital funds over small businesses that can’t absorb losses from failed products

Downsizing – laying off workers to increase productivity and competition…side effects include businesses that can no longer compete and a decline in innovation; the main beneficiary of downsizing is the corporate CEO

Hegemony – the acceptance of the dominant values in a culture by those who are subordinate to those who wield economic and political power; by convincing consumers and citizens that the interests of the powerful are just common sense, they create an atmosphere where there is less likelihood of challenge/criticism

Narratives are a way of articulating our values – a vehicle for delivering common sense.  Narratives “work” because they identify a culture’s dominant values (“just the way things are”).
Synergy – the promotion & sale of different versions of a media product across the various subsidiaries of a media conglomerate; it is the default business mode of most media companies

[p.462-3, 466] Disney best symbolizes synergy:

· Produces animated features for theatrical & DVD release

· Cartoons versions run on ABC TV

· Book versions published by Hyperion

· Specials appear on Disney’s cable networks

· Promotion in Disney Adventures magazine

· Characters at Disney theme parks spawn Hollywood movies

· Some Disney films have generated 17,000 licensed products

Globalism allows companies that lose money on domestic products to profit in the international market.

Impact of the Internet on Media Economics:

It has disrupted old business models…it presents challenges for traditional media companies that are uncertain whether Internet exposure actually works as a form of promotion…does it attract new readers/listeners/viewers?  How do you get consumers to pay for content like they used to?

Today’s New Digital Media Conglomerates

1. Five companies dominate the industry for different reasons:

2. Amazon – largest e-commerce site in the world

3. Apple – developed devices to deliver content; it has a hand in every media industry

4. Facebook – its strength is its ability to become central to communication & social media…however, unlike the others, Facebook lacks hardware devices to access the Internet and digital media

5. Google – its search engine draws huge numbers of users and the data it gleans has resulted in a $42 billion annual advertising business

6. Microsoft – making the transition from being the top software  company to competing with Bing search engine and devices like Xbox and tablets

All five need to provide compelling narratives to attract people.  All five are weak because they rely on content (text, images, sounds, & pictures) from other media.

Anti-trust laws have no teeth globally; no rules exist to prohibit transnational companies from buying up multiple media businesses

Factors behind tightening oligopoly structure of international media:

· Reluctance to criticize capitalism

· Debate over how much control consumers have in the marketplace

Capitalism is not structured democratically; powerful corporate leaders are at the top and hourly-wage workers are at the bottom, while democracy is a horizontal model with individuals having equal say.

Americans have consumer choice but limited consumer control, or power, in deciding what kinds of media get created and circulated.

Cultural Imperialism – American styles in fashion, food and media content, dominate the global market; critics say that hampers native cultures and negatively influences foreign teens who abandon rituals to embrace American tastes

There is cultural disconnect for those whose standards of living aren’t portrayed in contemporary media.  Two thirds of the world can’t afford most products advertised on American, Japanese and European television

[p.475] Discussion question: “As consumers, do we care who owns the media as long as most of us have a broad selection of products?  Do we care who owns the media as long as multiple voices seem to exist in the market?”
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