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‘TEE ECOHOMICS OF DIVERSITY: IN BROADCASTIHE‘~ "

Pruce My Owen o .
: .

Itfi;'as hard fo bé'agiinst qivefsiﬁy as it is to be“againét

R : ‘fairpess. These are the paramount goals'of;broadchst regulation in
America. I intend to argue that these goals are at best irrelevant :‘
and at worst seriously debilitating to the consumer interest. IOne *

", more unpopular position.will not alter the reputation of the di

science.

-

.. _ . - What is diversity in broadcast’programmi Well, of course,

* it means different things to different peopié.- 8 it is used in the

academic’ literature on broadcasting, it usdelly means the number of

. different kinds of programs availablel If today we have an extra houwr |,

ks

of public affairs and an“hoﬁr less of defectite drgmas, divefsity is’;
. 'sa;d to have incressed. This is not a vety precisé definition. Supgﬁée
“there were only two possible tjpés oflprogramﬁing; Westerns and pyblic o
affairs, and two Etaﬁions, with this schedule for the‘ayening: S

- -

Station 1

* ‘ , ~Station 2
(1) ) 9:0 Western Western ’
\ : N
10:00 Public Affairs "

Public Affairs

Is such a schedule more

(ii)

[

-

T .

9:Q0

10:00

o

less diverse than the following one:

a

Sta%ion 1 Station 2

*Western

&

Public Affairs

Public Affairs:  Western

o




Or mo¥re or less diverse than: . . N
' . "+ Station L - . 'Station 2
- .—’l' a_'__.__. -
(i) -~ 9:00 - Public Affair Public Affairs’ '
.. ' 10:00 - Public Affairs Western v
' b . : s * .
¢ . Thege unanswersable quegfions lead to several observations:

r -

. + .

are not slike. There may,be as much "diversity" within traditional
<« program types &s among types: " This is most apparent when we think of
"public affairs" or "feature £ilin" catégories, but for afficiandos

of the g%nfe, it is Just as true of Westerns. Upstairs, Downsfairs e

is & soap operas Second, "diversity" clearly is & function of scHeduling
- . -

. 8s well as the gross nucber of types offered. .Third, even it we, could

agree- that one of the sbove schedules was "more diverse" than another,

. 80 what? ' Is the more diverse schedule better for consumers? Not

necessarily. Suppose we had the audience ratings for the three 3cheﬂulg?

i

above. They might lock something like- this:

(Thousands of howes) 3

- 6‘ ¢
Station 1 Station 2 '
. * (d) 9:00 b5 55 - )
. . 10:00 5 3 )
(1i) 9:00 . 95 ‘ "y
. . gl
= 10:00 3 9h
. (iii) 9:00 | 5 6
’ 4 - .
= 10:00 °:, - 2 97
8.\ ' 1 - -

. First, not all public affairs shows are alike, just as all Westerns . «




T tho,dsaplli homes are 'l:.u.ning 'in "v#luable" public affairs shows.
If public- affairs shows are s/ valdeble, perheps we_s:hpuld undertake
poli:cies to increase their audiences, such 815 forcing stations to- adopt .
schedule (1) with 8 thousend public affairs viewers, or schedule (iii)
with 13 thzcms‘an‘d.., Judging by the literature, a good many observers .
think we should do just that. This rebarbative thredd of paternalism
runs th:r:‘ough-muchlof tl;e critical writing on television by a;cademics.
And &n economist™can not, on the evidence in the éxa.mplés, say if/i: ) \
wrong. For it is possible that .public affairs, to those' who watch
:I.‘l':, :i_é Horth ‘so‘ qmch t,ha;l: tile 'ben:flits ex.ce;ed the costs imposed on- - -
those who do not. Not Iikely, put poséi’blen. .

The problem fa.cing an econorist in this maze is tha.t no
one knows wh%.t the Pprograms are actua.lly worth to consumers, and that s
is the key %o economc_analysis of ‘.l'.he costs and henefits of alternatﬁive

policies. Asked to Judge emong the schedules, an economist would ask, ‘

¥

' _)hw much is each household willing to pay rather than.go without program

A or B? VWhat do the programs cost to p;oduce? These data, cox;sisten?ly

omitted from discussions of d'iversity, are the désiderata. of decision—

making in every other field of economic ectivity. . o _ . :

¢ 'G Data on the economlc value of programs to conswiers are omitted

from the discussion for an excellent reason: ‘Since consumers do not pay

directly for most*programs, no one hag eny reliable meons of asccrtaininé\

tl’leir value,

-

A

[ . . -

-

(This, consideration does not prove that consumers should .
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' PRy for programs; that is a different argunent- ) Hevertheless, faced"

L] . v

. : v oo- , a
with absence of data concerning consumer demand schedules, an economist’

K

is faced with the difficult problem of tryiag to see what would happen -
[ . . ) )

- if people cou%g Pay, on the aé?umpgicn that we ought to be interested '

ia that mix of programs whiéh consumers value rost, net of production

costs.” Such & model of the television market would turn on program ¥

. - . ’
_productiod costs, the value af* individusl programs to individual eon-

sumers, end the nature of competition. It would have nothing to do
with "diversity,” p@r se. However, the nodels of program patterns

constructed in the past by economists such &s Peter Steiner have em-

phasized an apparent tendeﬁcy of competing ndvertiser-supported broad-
»”

casterd to produce programs which are too close substitutes, and of

-

nonopoly broadcasters\fo avoid this.1 These models put enormous em-
phasis on the "distortions” causéd by sdvertiser support. However, much .

of the,reault:waé due preeisply to the hssumption criticized a%ova,

. A ]
. namely the ude of "program types"” within which ail programs are perfect

substitutes. In addition, the Steiner models make highly stylized, '

L

. unrealistic, assumptions about the structure of viewer preferences. e
/-J' 4

Steiner-type models were enertously attrh;tivé to'ﬁeople try=-
ing to understund television markefs,because they seemed to explain the

; apparent "sameneps" of programming on different networks-' Unfortunate-
ly? most of the people concerned with this problem probably exeggerate
the sameness because they do Fot like the progromming. To people who

like éelevision progrnmming'(which is, of course, most people)’phe

progroms may seem very different.




Recent vork on the &enerbl theory of monopolistic competition

‘has a special application to television.d It can be demonstrated that

smohopoliétic competitors (that is, firms which are small relative to the |
. \ 13 *

market -but wnich produce products whiph are not peFfect substitutes for
one anqther) tend systematically to underprodﬁce & certein kind of pro-
duct. These "excluded" products tend to be minority taste products._.
thatfis, products deéiredfrelatively intensely by rela;ive}y spall groups

. - . ) , . *
of consumers. These special ingg;est products yould Be underproduced in

L4

. any event; in television, when we speak of Drograms, this heans that even

i .

& common carrier mmlti—channel-cable—pay v sﬁstem would not pro-

-

duce all the programs that should be pro@uccd, although it may come close.

It can also be demonstrated that under reasonsble assumptioqs; advertiser-

-supported; linited channel broedcasters do even worse at producing such

programs. All this under quite general assumptions about consumer demand

, end cost of production conditions, and without recourse to program types.

* The word "shf)uld" in tile prece;iins‘%aragraph warrants expleana-
tion., I am p;in% the'word in the context‘of what is called welfare, :
economics. That srbub of pfogramg "shole" be produced which maximizes
the economic value of Progroms to_consdﬁaés, net of.production costs.

Economic value 15 measured by willingness to pay:' This i5 a velue

-

Judgnment which is difficult for some noq-ecopomists QP accept. I will

not tryrtandefenq it heré, beyond saying thet 1f is the é}iterion used

to allocate virtuelly eﬁery other reccurce in the economy, including

religion, and it ig difficult to imagine why Walter Cronkite shouyd be ,
exempted when James Reston, Billy Grahem, and the Pope are not.
o‘ -

-
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. The programs against which a competitive system of broadcast-—
ing is biesed have analogies in othgr fields. “he magazine industry

> - BRI '
provides & good example. If you want to know whet additional Programs

»

would Be on & pay-TV system with elastic chennel supply. lodk st those
- - a/

- .
magazines which depend to e significant extent on subscribers rather

-

than advertisers fot their revenues, These are not all by any meens the

L

same sorts of periodicals .to which viewers of public television might

subseribe, although some 4f them are. )

We have, I think, pretty well disgosed of the notion that diver-

sity has any clear meaning or amy relationshin to economic satisfaction
. \ g

of consumer wants. There remsins the task of seeing whether diversity

has any relationship to such noble values as freedom of'e;presq#on.

. . . R
If diversity cen not be identified with the economic interest

of viewers, perhaps itg'value.lies in-the marketplace of ifeas. I

3

have argued elsewhere that this also is a misconception. Whatever

gne's measure of program divers}ty, it is clear that & totaliterien
state might if it wished produce &s much or more diversiﬁy than & free
one. (To do so might make it more benevolert, but not léss despotic,)

An utterly free, even anarchistic, society might in principle produce

) x
~little program diversity if people's tastes happened to be similer.

Diversity of programming has nothing to do with freedom of expression.

Diversity in the sources of programming, or diversity of céntrol over

access to the media does have a clear relationship to freeddm, but this

is not what ve commonly mean by program diversity. ] .

-«

. ! L]
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. our public policy toward broadcéstingj

of localism, a thinly disguised diversity argument.

N . .
How is it that so irrelevant & goal has for so long dominated
Thé sins committed in the name

We protect broadcasters' profits from 1ncreased compgti-

of diversity!
tion 80 that they cen continue (!) to produce dl?erse public interest

prograpming. We inflict cheap game shows orf the public in the name

I

of diversity through the .prime time access rule. We deny the gublic

r - -, B 4

’ access to three or four additionai netwo;k-qualiﬁy’signals in the name

We waste millions

oﬁ qulic television in the name of proéiam diversity., Few oftthe

‘eritics ofltelevisidh'whé‘promote and -applaud these policies are really
inte;ested_ih diversity. The§ are-simply intéjésted-in more of their

kind.of programning or worse, more of the kiﬁd of programming thpy'

* - ' - +
1

« think o;her peopis‘"ought" to see. .

- The well-eatdblished FCC policy in favor of localism was ,

L 3

I Baid, a thinly disguised diversity pollcy.

localism policy is that it reduces the number of channels available,

JPhe problem with the

thereby imposing substantlal costs on consumers, without.in return -
eliciting a signiflcant qugntity (or quality) of locally produced pro-
gralrrllllinggu.’4 The Btructure'bf démand for television happens to be such

that geographically speciallzed programuing ie not of much interest

L T

to viewers, except for local news.

this, and it 1s not frue of either radio or newspaper demand.

"

less, in.television it is a very costly policy.

R

There is nothing preordained about

K&verthe-

[

It is silly at this

point to worry much about 1t glven the enormous difficult& of changing

»

.

\
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the spectrun alloecation ﬁcheme-. " The mostthat can be dorie is to avoid " .

compounding the errdr by such idiocies as the prime’time agcess rule.
- .‘ ‘.‘ . ~ . ) . . .

If in the future we begin to move toward fulti-channel distribution

., - ' . r P

) s;a:éte;ns, sighificant locel programming may well begin to appear, most:

probably si:.pported. by local'advertléer:s seeking to reach audiences in

: s/ o : a
geographical areas much smaller than present TV markets. In such an -
> -.v
environnient .].oca.l :.nterest programmingf:.s But one of thé "minority Lot
* q +

'buste. progr resently barred to consumers by the :lnelast:l.city of‘

channels end the rules aga:l.nst pay televa.sin.oﬁ
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For a summary of this literature, see Chapter 3 of 'dwen, Bee‘beu
and Manning, Televicion Beonomics (71971;).
~ L . ’ -
Michael Spence and Bruce Owen, "IV Programming, Monopolistic .
Competition, and Welfare,” Quarterly Journal of Economics
.(forthcoming). » i ..
See Chapter 1l of Owen, Economics and Freedom of ﬁxp‘ression.
Media ..w‘bructure and ‘bhe F:Lrst Anendment (.1975)
I have ~in mind here- the Dumont alternativk. See iloll, Pech
and McGowan, Economic Aspects of Televi ion Regulation (19‘?3),
L hapter L4y ' )
‘o * L] # ’ "
R L]
-— ) 3 * , )
- - ) ' \ - 7 )
. ) . . :_
,“ “ L TR . v
N . . ) ‘. a ' .
«k * . - -
‘f * . ! L :-‘
- - j
- . u
- s -
2 N - °
- - Q‘ ‘ . ) r
Nl ¢ .o
¥ .7 . N ™ '
] ! ‘ ]
/ v L . LIV ) .
@ . “ . Yo, ' ,, -
4 - * - ; 4 r‘ﬂ
L] . 1. “
L ’- _ LIS vy - = b LY
. . . , 1’: ? L : .
. L] & * .
il . N - L) - ::-‘

ﬁ"

[3
v

»

-~




=3

¥

Aruitoxt provided by Eic:

-

]

ek gy " - h——
L uDOW@Is Uy DI

* Ty atmy

LHoTWY L BNAUCAP TG

1

bruace M. Guer

" R ,

¥

There uo not aiﬁpear to b gocd reusons to. cupport the notion thet

diversity, eonventionally messured, is & desireble ecenomic goal or

- -
L}

& debirable. First Amendment. goel.

-

: [
ar analysis of this iccue. ~

Much of the peper is devoted to.
! : ' L] * '
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‘o Réent work on the economics o.r television, markets suggests
that _there, are problems due to "biases" - introduced by the wery nature -

of cor;pqtitien. in‘ faroduc'b space, hut tha'{:

by governnent policies restrict;.ng en'bry and curta.ili,ng pay television.

. The "-biases are againct programs which are expensive end’ progra.ms

o

which are demanded by xe?latively amall groups vho wquld be willing 'bo

1

% - pa.,; a lot. “for them, T

[
-
L
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Yihere are fundemental provulems with.the nof.io'n of "diversity."

&
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tnesc bisses are exagerbated.'
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