Structure and Nature of the Amierican Press

value most: a free and responsible press. Glasser and Gunther point to three areas
where the legacy of autonomy in journalism deserves scrutiny: “When auton-
omy trumps accountability; when autonomy in the newsroom threatens auton-
omy for the newsroom; and when autonomy, under the guise of competition,
undermines the independence of judgment that good journalism demands.”
Alternatively, by looking at autonomy as a positive achievement rather than what
“naturally” or “normally” exists in the absence of conditions that prevent it,
Glasser and Gunther invite journalists to imagine for themselves and for the press
a broader conception of press freedom than traditional readings of the First
Amendment usually permit. In this broader view of press freedon, the press
embraces “an overtly political and an expressly democratic justification for con-
stitutionally protected expression,” one that understands freedom of communi-
cation as protection for the content of expression rather than individual
expression; in this broader view of press freedom, paradoxically, limiting individ-
ual autonomy can at times enrich and even expand freedom of communication
n and for the larger community.

Democracy and Exclusion

In*The Press and the Politics of Representation,” Mitchell Stephens and David
Mindich focus on the “distortions and exclusions” that litter the history of
American journalism. They use the African American press to illustrate “the
inherent blind spots and prejudices” of the mainstream press.

African Americans were more or less excluded from most newsrooms, and
thus subject to coverage over which they retained no control, until the years fol-
lowing the 1968 Report of the National Advisory Commission on Civil
Disorder, popularly known as the Kerner Commission, which warned that the
“press too long basked in a white world, looking out, if at all, with white men's
eyes and a white perspective.” The commission called on the press to begin “the
painful process of readjustment” that will “make a reality of integration . . . in
both their product and personnel.” Of course, African Americans did not wait
for the Kerner Commission to create for themselves a press that took their com-
munity seriously. Freedom’s Journal, the first African American newspaper, began
publication in 1827 with the observation that “too long have others spoken for
us”; now, the paper explained, “we wish to plead our own cause.” Still, Stephens
and Mindich point out, if “it is fair to say that behind most successful African
American publications is a failure by the mainstream press.” it is also fair to say
that “African Americans would have created their own newspapers even if the
mainstream press had been more responsive to them. That is to say, coverage by
and for a community will probably always distinguish itself from coverage of a
community.
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EDIA COMPANIES SERVE THE PUBLIC INTEREST BY

supplying information, opinion, and diversion, and by facilitating the

social interactions that are vital to the functioning of society and
democratic institutions. Simultancously, media companies in the United States
are economic actors that create, produce, market, and distribute their products in
a commercial marketplace. These different roles create tensions within media
companies and among media policy-makers that require careful balancing if
soclety 1s to gain the benetits of a free and independent media system.

The performance of media firms in maintaining a balance between the public
interest and their own financial self-interests has been increasingly criticized by
observers across social and political spectrums and from within media companies
themselves. Strengthening this performance by changing media policy or behavior is
difficule, however, because many of the factors that have produced the current situation
are the result of fundamental changes in technology, economics, policy. and society.

Commercial versus Democratic Goals

Media firms in the United States operate primarily as commercial firms and have
since the eighteenth century. In colonial times privately owned newspapers
struggled to gain the right to publish and to carry information and opinion
independent of the government. After the American Revolution, the impor-
tance of a free press was recognized and the rights of individuals to operate print
media were protected by the Bill of Rights. When broadcasting developed in the
carly twentieth century, policy choices extended the notion of private, commer-
cial operation to radio and then to television stations.

Although many nations decided that broadcasting should be provided by the
government or public-service organizations and operated via not-for-profit
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firms, American policy-makers decided that broadcasting should be commercial.
This occurred partly because broadeasting had been developed by commercial
firms, partly because of the strength of arguments tor media to be independent ot
government, and partly because the federal government was small and did not
have the financial resources to operate a nationwide broadcasting system when
radio first appeared.

Today, media in the United States and other liberal democracies are
expected to serve a variety of social goals regardless of their ownership and com-
mercial status. Media are normatively expected to provide diverse and pluralistic
content that includes a wide range of information, opinions, and perspectives on
developments that aftect the lives of citizens. Media are expected to mobilize the
public to participate in and carry out their responsibilities in sociery. Media are
expected to help citizens identily with and participate m the lives of their coni-
munity, their state, and the nation. Media are expected to serve the needs and
represent the interests ot widely differing social groups and to ensure that infor-
mation and ideas are not narrowed by governmental, cconomic, or social con-
straints. Simultaneously, they are expected to serve their economic self-interests
to produce profits, to grow, and to contribute to national economies.

These contlicts create a paradox, because it is recognized that commercially
funded media require financial resources and strength to sustain and nurture
their activities, but they cannot fully pursue their economic self-interests with-
out harming optimal public service. Optimal service can thus be achieved only if
firms temper their self-interests or if legal and regulatory actions require them to
do so.

Because commercial media are guided by economic principles that obligate
them to pursue profit and maximize company value, privately owned commercial
media entities can only be expected to voluntarily temper their self-interests if
there are incentives to do so. These may be intangible incentives such as the accu-
mulation of trustworthiness, prestige, and influence, or economic incentives such
as profitability and increases in company value. If legal and regulatory require-
ments are used to ensure that media serve public interests, media independence
must also be guaranteed. Many regulations cannot be placed on miedia in the
United States because of the broad protections granted by the First Amendment
and because the ability of government to regulate television, cable, and satellite is
also limited by a long series of policy considerations and legal rulings.

The challenge of inducing media entities to provide content that serves
soctal functions is compounded in the commercialized environment because
most of the activities that support public interests and democratic processes—
news, political discussions, public-affairs information, social commentary, and so
on—do not attract large audiences, are often costly, and are typically less prof-
itable than producing other content. Conversely, entertaining content that vio-
lates social norms or is deemed by many observers to be vulgar, insipid, and
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harmful sometimes generates large audiences and advertising revenue for com-
mercial media and thus supports their cconomic interests.

Complaints about the effects of economic choices and the pursuit of mone-
tary interests by commercial media have grown as media firms have grown in
size. Historically, media firms tended to be small- and medium-size enterprises
that produced steady incomes for their owners and provided regular returns
beyond the costs of their operation. During the second half of the twentieth cen-
tury, the progressive growth of advertising expenditures in the United States
increased those returns significantly, turning media companics into investment
vehicles and increasing the economic and commercial pressures on media firms.

Changes i technologies produced additional types of media and many
media firms began developing strategics of growth and expansion. The availabil-
1ty of capital through equity markets helped finance expansion, and large media
conglomerates developed in the 1980s and 1990s. In the early years of the
twenty-first century, dozens of media companies were among the leading com-
panies in America. Many critics believe that the financial pressures on and eco-
nomic self-interests of media firms are conflicting with the social roles and
functions of media in modern democracies and that there is a growing disparity
between the behavior desired from media firms and that which is observed.

Competition, Financial Strength, and Independence

The question on the minds of most media observers is how to ensure that dem-
ocratic functions are served by commercial enterprises. An underlying difficulty
in answering the question results from the reality that financially successful
media companies have the resources to serve social needs and be more inde-
pendent of outside pressures over time than less financially secure firms.

A number of economic and financial factors have been identified as require-
ments if media are to be able to facilitate and conduct activities that support pub-
lic interests and democratic processes. These include a competitive marketplace,
effective business models, and financial strength. Competing sources of news,
opinion, and entertainment increase the possibilities for variety and diversity in
content. Steady income produced by effective business models and financial
strength achieved through profitability are seen as providing resources that allow
commercial media to provide breadth of service, invest in quality, and withstand
pressures that might otherwise harm their ability to serve social goals.

Competition among media outlets has long been considered a requirement
for an ettective system of expression and debate. It is seen as providing suthicient
opportunities for multiple information. idea, and mobilization functions to be
carried out simultaneously; as promoting increases in information quality, quan-
tity, and service: as protecting against private constraints on information, ideas.
and voices conveyed: as serving the varying information and expression needs of
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iffering social groups; and as providing service at multiple market levels so that
nformation and debate needs in different geographic levels and locations are
erved.

Effective business models are necessary to sustain media operations and
nsure sufficient revenue streams, to avoid dependencies that can limit diffusion
f information and ideas and constrain debate, and to provide reasonable stabil-
y in incomes so that fluctuations do not unduly constrain activities.

In order to be effective as conveyers of information, media entities require
nancial strength so that they can support information gathering and dissemina-
on activities and produce quality entertainment. Without a strong financial
ase, media do not have the resources necessary to adequately explore issues and
evelopments in communities, states, the nation, or the world. Financial strength
-also important if media are to subsidize content and programming that serves
ublic needs. Financial strength allows media to maintain their independence
nd engage in activities designed to hold government and other institutions in
reiety accountable, even if the actions cause financial sources to withdraw their
ipport. Such strength creates conditions in which companies can act with
itegrity, provide quality content, and behave in ways that go beyond basic eco-
omic self-interests.

These factors, however, do not in themselves guarantee better performance
garding social needs, because there are tensions between these economic and
nancial elements and social goals for media. Firms with highly effective business
1odels and financial strength tend to have greater success in the media market-
ace. They are able to offer better content, which garners larger or more attrac-
ve audiences and a higher proportion of advertising expenditures. A reality of
arket economies is that when there is success there is also failure. As a result,
edia firms that are not as successful lose the resources to produce quality con-
nt and lose financial strength. Some will wither or fail and some will be acquired
/ successful competitors. The end result is a reduction in the competition that is
en as beneficial in terms of diversity, plurality,and democratic debate.

Newspapers, for example, rely upon large advertisers for the bulk of their
come, and this has created a systemic economic problem that makes it nearly
1possible for competing general-circulation papers to survive in the same
cality. When more than one paper exists in a market, the secondary paper is dis-
vantaged because a disproportionate amount of advertising is given to the
ading paper, regardless of how closely the second paper approximates its circu-
ion.' The paper with the largest circulation in a market gains financial and eco-
omic advantages that enable it to improve content and increase advertising and
rculation income by attracting customers from the smaller paper. As the leading
per attracts more circulation, it attracts more advertising, which in turn attracts
ore circulation, trapping the secondary paper in a circulation spiral that ulti-
ately leads to its demise.?
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Financial success and- stability is also a two-edged sword. Because financial
stability can lead to improved content and strengthen the independence of
media, it is seen as important for commercial firms to return profit that can be
reinvested in the enterprise to further improve content, provide better service,
and adequately compensate owners. However, high levels of profit can leaq to
funds being funneled away to provide high returns for owners or to expansion
through acquisition of other media properties. It can lead to media beha(w{ngjust
like any other commercial company and moving away from costly activities that
may serve the community but adversely atfect profits. 4

“Appropriate” profit levels for media companies have been debated since
media profitability began rising significantly during the last quarter of the twen-
tieth century. In recent decades media companies have typically returned double-
digit profits, often five to ten times higher than profits for department stores,
banks, pharmaceutical companies,and automobile manufacturers. This profitabil-
ity has changed perceptions of the media, turned media firms into highlyﬂsucccss—
tul vehicles for mvestments, and produced demands for even higher profits.

The debate inside and outside media over what profit is reasonable is diffi-
cult because it is impossible to put a single number on what “reasonable profit”
is. At a basic level, a reasonable profic for any firm must allow appropriate
resources for continuing operations, create funds for adequate reinvestment, and
provide a good return on invested capital. In principle, it needs to be above~
income that would be received from capital preservation investments because of
the higher economic risks of operating the media enterprise. Reasonable profit
differs among media and media units because investment risk varies depending
upon the market and the unique situation of each media operation.

The desire for media to have effective business models with steady revenue
streams also creates difficulties in the ability of contemporary media to meet
democratic objectives. Advertisers provide the primary revenue stream for most
media operations, and they exhibit little interest in ensuring that social and dem-
ocratic goals for media are fultilled.

Newspapers, for example, receive income from advertisers and readers.‘but
they became increasingly dependent on advertising throughout the twentieth
century. U.S, newspaper publishers received 2.6 times as much total advertising
incom;‘ in real terms in 2000 than they received in 1950, one of the tactors that
has made them so profitable and desirable as investments. The growth of that rev-
enue, however, has made newspapers highly dependent upon advertisers. In
2000, 82 percent of newspaper revenue came from advertisers.' o

It has long been recognized that dependence on limited sources of critical
resources weakens the position of a firm or industry, because any shitts in avail-
ability of the resource can rapidly harm the firm or industry. In the case of news-
papers, the high dependence on advertising revenue makes the industry highly
vulnerable to downturns in the economy. Research has shown that newspaper
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advertising income is now dramatically affected by recessions and that economic
downturns lead to large layotls and significant reductions in news coverage.* A
major cause of this is that newspapers are so dependent upon retail advertising
ind some categories of classified advertising that are highly affected by down-
turns in the economy. Newspapers are affected more than other media and lose
about four times as much advertising income as television during recessions.®

The high dependence on advertising also creates vulnerability to pressure
from advertisers. Most newspapers, for example, receive about thrée—fourths of
heir advertising income from two-dozen advertisers; in many cases, five or six
idvertisers provide about half the advertising income received by the paper.
Should the paper’s content somehow offend one of these advertisers and they
decide to withdraw or reduce their advertisements, signiticant financial damage
ind weakening of the paper can occur. Because the level of dependence is 50
high, close contacts and coordination with major advertisers is increasingly evi-
dent. Boards of directors of most large media companies, for example, now
nclude directors from major retail advertisers to help stabilize relations and per-
it easier exchange of information for mutual benefit.®

The Changing Ownership of Media

The increasingly profitable and commercial nature of media in the second half of
he twentieth century led to dramatic changes in types and extent of media
ownership. Media, especially newspapers and local broadcasting stations, were
raditionally family-owned companies or privately held corporations. After the
niddle of the twentieth century, as advertising revenues grew and media compa-
res became more valuable, it became ditficult to maintain family ownership
secause of inheritance-tax issues and insufficient capital in family companies,
which made acquisitions and expansion difficult.” As a result, media ownership
n 2005 is markedly ditterent from what it was at the end of World War I1. At that
ime, few newspaper chains existed and more than 80 percent of all newspapers
n the United States were independently owned; large media groups and media
~onglomerates did not exist. In the last decades of the century, however, social,
2conomic, technical, and regulatory changes promoted new types of ownership
ind created new operational goals for media tirms.

Today, ownership is dominated by large firms, many of which have specific
trategles for growth and expansion through acquisitions of smaller media com-
vanies. Newspapers that were built and owned by individual proprietors, fami-
ies, and partnerships were first purchased by other firms, creating newspaper
‘hains that owned large numbers of newspapers. As a result, more than 80 per-
ent of daily newspapers are now owned by groups. The number of stations that
sroadcasting companies are allowed to own increased over time and the compa-
nies began purchasing cable systems, networks, newspapers, and other media,
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thus creating large media groups. Conglomerates that operated outside the
media field also began to purchase media companies and groups.

Major media firms are billion-dollar enterprises that are among the lead-
ing American companies today. Included in this list are firms such as Viacom,
Clear Channel Communications, the Walt Disney Company. Comcast, Time
Warner, the Tribune Company, and Gannett. Major firms from other indus-
tries. such as General Electric and Sony. also own large media entities. Large
forcign companies such as Bertelsmann AG (the world’s largest book pub-
lisher). Hachette Filipacchi (the worldy largest magazine company), Reed
Elsevier and Wolters Kluwer (the world's leading professional and scientific
publishers). and Pearson (the world’s leading textbook publisher) also have
enormous U.S. holdings.

The growth of these media and communication firms has required large
amounts of financing and made them dependent upon stock markets as capital
sources. Today the primary holders of stock in media companies are banks,
investment houses, and pension funds,”and these investors are primarily mter-
ested in the financial performance of the firms, rather than content quality and
the meeting of social and democratic goals.”

The growth of these companies has led to industry consolidation; large
numbers of media outlets are now held by single firms. Clear Channel
Communications, for example, owns more than twelve hundred of the nation’s
radio stations. Gannett owns one hundred of the country’s newspapers, and
Viacom owns not only the CBS television network but seven cable networks.
Growth has also led to highly diversified media conglomerates. Tume Warner, for
example, owns cable and television networks, magazines, movie and television
studios. record companies, and online firms. The Tribune Company owns a range
of media holdings including newspapers, television stations, television produc-
tion companies, and cable operations.

The change to public ownership has increased pressures on large media
companies and tocused managerial concern on short-term financial goals and
the pursuit of higher returns than in smaller media campanies with other forms
of ownership." The increasing commercialization has led to financial pressures
playing the dominant role in decisions about what type of news and entertain-
ment is presented to the public i printand broadeases.™

Many of the complaints about media operations result not from there being
fewer owners of few media, but from the fact that there are more and more com-
mercial firms operating for protit that are willing to overtly actin their own self-
interest. Among media that produce the largest audiences, commercial pressures
dominate content decisions. This has occurred concurrenty with media being
subject to fewer and fewer regulatory requirements and less oversight.
Consequently, media firms are generally tree to behave m wavs designed to gen-
erate large audiences, with little regard to social or cultural cttects.






