CHAPTER 1
U.S. MEDIA
AT THE DAWN
OF THE
TWENTY-FIRST
CENTURY

The United States is in the midst of an almost
dizzying transformation of its media system. In this chapter I ad-
dress the main trends, the real trends, in U.S. media at the dawn of

the twenty-first century. These are W con- (&\a wt

lomeration, and hypercommercialism. I argue that the US. media \ A

systemm onomy, and that

this relationship has important and troubling implications for de-

mocracy. I then discuss the flip side of hypercommetcialism, which

is the decline, if not elimination, of notions of public service in our

media culture. In particular, I concentrate upon the corruption and . | e,
degradation of journalism, to the point where it is scarcely a demo-
cratic force. Moreover I analyze the undemoctatic and corrupt man-
ner in which the core laws and codes regulating communication,
most notably the Telecommunications Act of 1996, have been en-
acted. The systein I describe does not exist as a result of popular cx
will, nor is it by any means a “natural” occurrence. The media system

exists as it does because/@ipowerfulxmte_r‘e\s?:aﬁave constructed it so
that citizens will not be ifivolved in the key policy decisions that have
shaped it. In chapters 2 and 3 I extend the discussion to the global-
tzation of the commercial media market in the 1990s, and then to the
tise of the Internet and digital communication networks. In those

chapters I ask what is the relationship of globalization and the Intet-

net to the trends toward concentration, conglomeration, and hypet-
commercialism.




~ The Corporate Media Cartel

'The strlkmg structural features of the LS. media system in the
1990s are concentration and _conglometation. It may seem ironic that
these are the dominant structural featutes when, to the casual ob-
server, the truth can appear quite the opposite. We seem inundated
in different media from magazines and radio stations to cable televi-
sion channels and, now, websites. But, in fact, to no smalt extent, the

astomshmg degree of concentrated corporate control over the media

literary community.* Stable oligopolies atre very desirable for latge
firms, because despite their potental for profits, it can be quite
difficult for a new player to enter an oligopolistic market, All of this
not only dtives the firms to use mergers and acquisitions to get big-
ger and more powerful but it also drives them to lobby for owner-
ship deregulation and to generate new technologies that make con-
centration more feasible.

The U.S. mass media industries have been operated along non-
competitive oligopolistic lines for much of the twentieth century. In
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is A Tesponse to the rapid inctease in channels wrought by ¢able; sat-
ellite TV, and digital media. Media firms press to get larger to deal
with the uncertainty of the changing terrain wrought by new media
technologies. “If you look at the entire chain of entities — studios,
networks, stations, cable chanaels, cable operations, international dis-
tribution — you want to be as strong in as many of those as you
can,” News Corporation president Peter Chetnin stated in 1998.
“That way, regardless of where the profits move to, you're in a posi-
tion to gain.”! Yet, any explanation of media concentration and con-
glomeration must go beyond media technologies. They also result
from changes in laws and regulations that now permit greater con-
centration in media ownership. But the bottom line, so to speak, is
that concentrated media markets tend to be vastly(iess r@gd

(‘n%@roﬁtabl# for the firms that dommape them

In fact, media concentration is not 4 new phenomenon. Classi-
cally, it has assumed the form of herizontal integration, where a firm
attempted to control as much of the output in its particular ﬁeld as

;monopof“]Homzontal mtegrauon ‘has two great ‘benefts for ﬁrms
First, as firms get a bigger share of the market it permits them to
have lower overhead and to have more bargammg power w1th sup-

for its music chvmon from its purchase of PolyGram in 1998.2 Sec-
ond, as a firm gets a larger share of a specific market, it gains more
control over the prices it can charge for its products.? Firms operat-
T@&T@B‘W meaning markets dominated by a handful of
firms cach with significant market share — tend to do what monopo-
lists do: they cut back on output so they can charge highet prices and
earn greater profits. Hence, when Bettelsmann bought Random
House for $1.4 billion in 1998 to become the dominant U.S. book

publisher, feats of canceled authors contracts spread throughout the
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the 1940s, for example, broadcasting, film production, motion pic-
ture theaters, book publishing, newspaper publishing, magazine pub-
lishing, and recorded music were all distinct national oligopolistic
markets, each of them dominated by anywhere from a few to a
dozen or more firms. In general, these were different firms dominat-
ing each of these industries, with only a few exceptions. Throughout
the twentieth century there have been pressing concerns that these
concentrated matkets would inhibit the flow and range of ideas nec-
essary for a meaningful democtacy.® For a variety of teasons, how-
ever, these concerns rarely spilled over into public debate.’ In pat-
ticular, the rise of the notion of professional journalism in the eatly
twentieth century — which became widespread, even dominant, by
mid-century — attempted to disconnect the editorial process from
the explicit supervision of the owners and advertisers of the mass
medta, thus making the editorial product seem more credible as a
“public service.” To the extent that this process was seen as success-
ful, the corporate commercial domination of the media seemed a
less pressing, perhaps even insignificant, matter.”

Concentration has proceeded in specific media markets through-
out the 1990s, with the propottion of the markets controlled by a
small number of firms increasing, sometimes marginally and at other
times dramatically. The US. film production industry has been a
tight-knit club effectively controlled by six or seven studios since the
19308, That remains the case today; the six largest ULS. firms ac-
counted for over go percent of US. theater revenues in 1997.5 All but
stxteen of Hollywood’s 148 widely distributed (six hundred ot more
theaters) films in 1997 were produced by these six firms, and many
of those sixteen were produced by companies that had distribution
deals with one of the six majors.” The newspaper industry under-
went a spectacular consolidation from the 1960s to the 1980s, leaving
a half-dozen major chains ruling the roost.” The emerging consoli-
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dation trend in the newspaper industry is that of “clustering,”
whereby metropolitan monopoly daily newspapers purchase or oth-
erwise link up with all the smaller dailies in the suburbs and sug-
rounding region.*! Clustering permits newspapers to establish re-
gional and/or broadly metropolitan newspaper monopolies and is
quite lucrative. In 1997 it accounted for 25 percent of the record $6.2
billion in U.S. newspaper transactions.”? Two major 1998 deals fur-
ther concentrated US. book publishing and music production. With
Bertelsmann’s purchase of Random House, the U.S. book publishing

dent book dealers fell from 42 percent to 20 percent from 1992 to
1998-% , _ _

But concentrating upon specific media sectors fails to convey the
extent of concentrated corporate control. The dominant Frend since
the 19708 or 1980s, which has accelerated in the 1990, is the con-
glomeration of media ownership. This is the process \x,'?h?reby media
firms began to have major holdings in two or more distinct sectors
of the media, such as book publishing, recorded music, and broad-

casting. So it is that each of the six main Hollywood studios are the
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ndustry-is-now-dominated by seven firms.” And with Séagram’s
$10.4 billion purchase of PolyGram, the five largest music groups
account for over 87 percent of the U.S. market, 4

Media sectors that were once more competitive and open have
seen the most dramatic consolidation in the past decade. In cable
television systems, six firms now possess effective monopolistic con-
trol over more than 8o percent of the nation, and seven {irms con-
trol nearly 75 percent of cable channels and programming.’* As Time
Warners Ted Turner puts it, “We do have just 2 few people control-
ling all the cable companies in this country.”i¢ Variety notes that
“mergers and consolidations have transformed the cable-network
marketplace into a walled-off community controlled by a handful of
media monoliths.”"” Radio station ownership, which I return to at

the end of this chapter, has gone through a stunning transformation
in the late 1990s, leaving four newly created giants with one-third of
the industry’s annual revenues of $15.0 billion.l{With no small
amount of irony, even the “alternative” weekly newspaper market —
which was established to provide a dissident check on corporate
media and journalism — has come to be dominated by a few chain@

Concentration arguably his been most dramatic in the 1990s at

the retail end of the media food chain. In motion picture theaters,

for example, the era of the independent or even small chain theater
company has gone the way of the passenger pigeon. In 1985 the
twelve largest U.S. theater companies controlled 25 percent of the
screens; by 1998 that figure was at 61 percent and climbing rapidly.?®
The largest chain, co-owned by the leveraged-buyout firms Kohl-
berg, Kravis, Roberts and Co. and Hicks, Muse, Tate and Furst, con-
trols around 20 percent of the nation’s movie screens.2! U.S, book
retailing has undergone a revolution to such a degree that more than
8¢ percent of books are sold by a few huge national chains like Bor-
ders and Barnes & Noble.? The share of books sold by indepen-
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wabs of vast-media-conglomerates. Each of the six owns some
combination of television networks, TV show production, television
stations, music companies, cable channels, cable TV systems, maga-
zines, newspapers, book publishing firms, and other media ent~:3r—
prises. The vast majotity of the dominant firms in each of the major
media sectors are owned outtight or in part by a small handful of
conglomerates. And this has all come about seemingly overmgh‘t.
Published in 1983, Ben Bagdikian’s seminal, even shocking, 7he Media
Mongpoly chronicled how some fifty media conglomerates dominated
the entirety of US. mass media, ranging from newspapers, books,
and magazines to film, radio, television, cable, and record‘e‘d music,
Today that world appeats to have been downright competltlv‘e,. elven
populist. After the massive wave of media mergers and acquisitions
stnce 1983, Bagdikian has reduced the number of dominant firms,
until the most tecent edition of The Media Monopoly in 1997 put the
figure at around ten, with another dozen or so firms rounding out
the system.?

The “first tiet” of media conglomerates includes Time Warner,
Disney, Viacom, Seagram, Rupert Murdoch’s News Corporation, and

Sony, all connected to the big six film studios. The remaining first-tier -

media giants include General Electric, owner of NBC, and AT&T,
which in 1998 purchased TCI, the cable powerhouse with vast hok.i—
ings in scores of other media enterprises.”® GE (1998 sales: $1o0 bil-
lion}, AT&T-TCI (1997 sales: $58 billion), and Sony (1997 sales: $5‘1
billion) afl are enormous fitms, among the largest in the world. Their
media holdings constitute a distinct minority of their assets.

These media empites have been constructed largely in the 1990s,
with a rate of growth in annual revenues that is staggering, In 1988
Disney was a $2.9 billion per year amusement park and cartoon com-
pany; in 1998 Disney had $25 billion in sales. In 1988 Time was a $4.2
billion publishing company and Warner Communications was a $3.4
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billion media conglomerate; in 1998 Time Warner did $28 billion in
business. In 1988 Viacom was a measly §600 million syndication and
cable outfit; in 1998 Viacom did $14.5 billion worth of business. The
figures ate similar for the other giants. In chapter 2 I provide a de-
tailed kst of the media holdings of News Cotp., Time Warner, and
Disney, the most important media conglomerates in the world. For
present purposes, consider the holdings of Viacom to get a sense of
how one of these giants looks. Viacom owns Paramount Pictures,
Simon and Schuster book publishers, Spelling Entertainment, MTV

Why is that the case? To some extent this trend has been fueled by
a desire to create an extremeiy lucratlve(,.vemml mz‘.sgmrizmj méﬁﬁmg
ihat media firms would not only produce content but would also
own the distribution channels that would guarantee places to display
and market their wares. For decades U.S. laws and regulations for-
bade film studios from owning movie theaters and television net-
wortks from producing their own entertainment programs because it

was well understood that this sort of vertical integration would ef-

fectively prohibit newcomers from entering the film or television

cable-network; VHr-cable network; Nickelodeon cable network; V-
Land cable network, Showtime cable netwotk, eighteen U.S. televi-
sion stations, the PN network, the Blockbuster video rental chain,
five theme patks, retail stores, and a vast movie theater empire out-
side of the United States.

The “second tier” of U.S, media giants includes the great newspa-
pet-based conglomerates like Gannett, Knight-Ridder, and the New
York Times Company, cable-based powerhouses like Comcast and
Cox Enterprises, as well as broadcast-based powers like CBS. These
fifteen ot so “second-tiet” firms are all conglomerates, bur they are
smaller than the first-tier firms, with annual sales ranging from $2
billion to $7 billion. They also all tend to lack the film, TV, and music
production capacities of the first-tier giants. These second-tier firms
have all grown quickly over the past decade and they, too, have been
swallowing up smaller firms.

It is unclear how much more upheaval will occur in the U.S. media
system, but there is no reason to think that more major mergers and
acquisitions are not on the horizon. AT&T’s putchase of TCI left its
subsidiary Liberty Media in former TCI CEO John Malone’s hands,
with Malone in complete control and flush with up to $20 billion in
liquidity. “When the smoke clgars,” Malone said when announcing
the TCI sale to AT&T, “Liberty is going to have tons of cash.’? By
most accounts, Liberty Media will aggressively move to structure a
new media empire in the near future.”® At any rate, all of the media
firms are actively juggling assets to improve market power, even if
only a minority will engage in major metgers. As one media analyst
puts it, “consolidation among distribution and content players rages
on.”® What is clear is that the option of being a small or middle-
sized media firm barely exists any longer: a firm either gets larger
through mergers and acquisitions ot it gets swallowed by a more ag-
gressive competitor.
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produuion-iﬁdustries; Such restrictions have been relaxed ot elimi-
nated in these deregulatory times, and some of the merget pande-
monium can be attributed to the race by producers and distribution
networks to link up with each other formally rather than be squeezed
out by their competitors. Hence Disney owns ABC while News
Corp. owns Fox. Viacom and Time Warner have launched their own
US. television networks as well, the UPN and WB networks respec-
tively. The vast majority of the fifty leading cable television channels,
too, are owned outright or in part by the first-tier conglomerates, and
the rest are all affiliated with a few of the second tier of media giants.
Sony has moved aggressively into US. movie theater ownership
while Viacom owns Blockbuster video rentals.®

These vertically integrated media conglomerates have not neces-
satily established exclusive arrangements such that their films only
appear on their own TV stations and networks, or that their films get
first crack in their movie theaters or movie rental stores. For the

most part the largest conglomerates are increasingly mtexdependent

competing in some markets while they are customers for each other

in other markets. But when vertical integration can be applied effec-

tively, it is logical to expect media conglomerates to keep production
directed to their own distribution outlets.

The first market where full vertical integration looks plausible is
with the production of television shows for the TV networks. Tele-
vision show production had alteady become increasingly concen-
trated in the hands of the big six Hollywood studios by the mid-
1990s. According to one report, they accounted for thitty-seven of
the forty-six new primetime shows on network TV in fall 1998. The
four studios which also own TV networks produced twenty-nine of
the programs.® Fox supplied over 40 petcent of its 1998 programs
whereas CBS had a stake in 57 percent of its prime-time lineup, a 20
percent increase over 1997.%2 What is new is the demand by the six
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~TV networks — the four affiliated with Hollywood studios plus NBC
and CBS — to own a piece of shows that appeared on their net-
works. “Each and every one of these networks,” one studio execu-
tive stated in 1998,

much content as they possibly can.” CBS, for example, produced or

“are going to endeavort to own and control as

coproduced six of its seven new shows in 1998.%

Some expect that the logical trajectory will be for networks even-
tually to produce nearly all of their own programs, something that
would have been illegal just a decade ago. Hence Viacom CEQO

umnetRedstone fired-an exccutive- who did not mind seeing-pro-
grams produced by Viacom’s Spelling Entertainment (like Frasier)
being sold to other networks if they paid more than UPN, although
UPN was languishing in the ratings. “T think you are going to see a
lot mote Spelling shows on UPN,” Redstone commented in 19983
The exact same process is taking place with cable TV channels,
whete most of them are now owned wholly ot in part with a major
production studio.”® If this process does continue at this pace, NBC
and CBS logically would become part of deals to formally link up
with production studios.

But the pressure to become o conglomeratejis also due to some-

k thing perhaps even more profound than the need for vertical integra-

tion. It was and is stlmulated by the deslre to mg;case market power

zl_grpss nurnerous chfferent sectors of the medla that are not hi}lc_emglw in
. the ‘mannet s suggested by vemcal L integration. “Cross-promotion of-
fers incredible efficiencies, while cross- -selling promises major oppot-
tunities,” Iariety notes, in explaining the drive to conglomeration.’

Hence, it a media conglomerate had 2 successful motion picture, it
could promote the film on its broadcast properties and then use the
film to spin off television programs, musical CDs, books, merchan-
dise, and much else. “When you can make a movie for an average
cost of $10 million and then cross promote and sell it off of maga-
zines, books, products, television shows out of your own company,”
Viacom’s Redstone said, “the profit potential is enormous.” (Via-
com’s) Paramount Beavis and Butt-Head Do America film, for example,
based on Viacom’s MTV cartoon series, cost $11 million but genet-
ated a profit of $70 million. When Viacom released its Rugrats movie
— based on its Nickelodeon TV program — in December 1998, it
provided extensive editosal programming to promote the movie on

Nickelodeon, its VH-1 and Showtime cable networks, and the syndi-
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cated television program Entertainment Tonight, which is produced by
Viacom’s Paramount Television.®” In the new wotld order of con-
glomerated media, as an MTV executive put it, “the sum is greater
than the patts”® “These firms no longer make films or books,”
Paine Webber’s media analyst Christopher Dixon observes, “they
make brands.”*

Disney, more than any media giant, is the master at figuring out
“new synefgistic ways to acquire, slice, dice and merchandise con-
tent.” Its 1994 animated film 7he Lion King generated over $1 billion

improfit-itfed-to-a lucrative Broadway show, 2’1V seties and all sorts
of media spin-offs. It also led to 186 items of merchandising.*! Wall
Sereet analysts gush at the profit potential of animated films in the
hands of media conglomerates; they estimate that such films on av-
erage generate four tmes more profit than their domestic box-office
take.*” A look at some of Disney’s recent operations shows how it
employs the logic of synergy to all of its endeavors, Its Fome Improve-
ment show is a big hit on its ABC television network. So Disney then
has Fome Inmprovement star Tim Allen take roles in Disney movies and
write books for Disney’s book-publishing firms. The other giant
media conglomerates ate increasingly emulating this pattern.® In an-
other example, Disney takes its lucrative ESPN cable channel and
uses the name to generate other properties, including an ESPN radio
network.* In 1998 Disney launched £SPN Magagine to compete di-
rectly with Time Warner’s Sports lustrated® Using incessant promo-
tion on ESPN, the magazine exceeded initial estimates with a circu-
lation approaching five hundred thousand after only a few months.*
Likewise, Disney is launching a chain of ESPN Grill restaurants to
appeal to those who wish to combine sports with dining out.*’
Murdoch’s News Corp. exploits its X-Files TV program in the
same manner. [t produces the show, airs it over its Fox network, and
then shows reruns on its twenty-two Fox TV stations and its FX
cable network. News Corp. has generated X-Files books and exten-
sive merchandising, and Twentieth Century Fox (owned by News
Corp.) released a movie version of the X-Filesin 1998.% News Corp.
even has a traveling X-Files Expo that visited ten U.S, cities in March
1998 with active promotion through all other News Corp. media
properties. Organized by the News Corp. licensing and metchandis-
ing division and sponsored by General Motors, the Expo is “part
rock concert and part fan festival,” with the avowed aim of “extend-
ing the life cycle” of the X-Fils property.® (Not sutprisingly, News
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Corp. also uses the X-Fks on its worldwide television channels.)

This is synergy indeed, and it works. Time Warner, too, is aggores-

sively working to have the parts in its massive empire work more
closely together. In 1998 it began promoting new releases from its
music companies on the videotapes for Warner Bros. films.
If synergy is the ptinciple thar makes becoming a media con-
:W‘/’_ - .
glomerate mote profitableland, indeed, mandatory, the other side of

the coin i i;randz’n@AH media firms are racing to give their media
properties distinct brand identities. Although the media system has

branded products; Time Warner has 160 stores. Some of the other
media giants are moving in the same direction.”

In sum, the logic and trajectory of the media market is such that
Grms that do not have the cross-selling and cross-promotional op-
portunities of the media giants are finding it ever more difficult to
qurvive or prosper. As Diane Mermigas, one of the leading observ-
ers of the media industry, put it in 1998: “The botrom line is that a
handful of sprawling giants like Time Warner and Disney have more
options for building out their brands in many different ways across

tewer and-fewer-owners, it nonetheless has a4 plethora of-channels

24

competing for attention. Branding is the primary means of attract-
ing and keeping audiences while also offering new commercial pos-
sibilities. Cable channels and even broadcast networks each strive to
be regarded as brands by the specific demographic groups desired
by advertisers. Hence Viacom’s Nickelodeon cable network battles
its new competition from News Corp.’s Fox Kids Network and the
Disney Channel by incessantly hammering home the Nickelodeon
brand name on Nickelodeon and in its other film, television, and
publishing holdings.>' Take, for one faitly minor example of the rise
of branding to preeminence as a business strategy, News Corp.’s
HarperCollins book-publishing division. In the past few years,
HarperCollins has developed 7he Little Flonse on the Prairie from the
19308 and 1940s into a contemporary book series aimed at §8—12
year olds, and has added several new books to the series. Harper-
Collins has also generated ninety related products, ranging from pa-
pet dolls and cookbooks to picture books, all bearing the “Little
House” logo.? 5‘

As this suggests, branding opens up for the media giants the en-
tite world of selling retail products based on their branded proper-
ties, and it is a course they have;been pursuing with a vengeance.™ In
1997, $25 billion of Disney merchandise was sold, more than twice
the global sales of Toys ‘R” Us.> Disney’s own licensing revenue in
1997 was 1o billion, while Time Warner’s was more than $6 billion.
In 1998, for one example of branded products, Disney introduced a
“Mickey Unlimited” fragrance line for men and women in Germany,
following the successful release of a “Mickey for Kids” perfume
there in 1997. Disney plans to roll out the perfumes across Asia and
into the United States.*® Mutdoch’s News Corp. genetated a paltey $1
billion in licensing revenue, leading to a major shakeup in the Fox
hierarchy in early 1998.% Disney now has 660 retail stores to sell its
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Al theit busitiesy Tines that smaller playets don’t have. The options
for generating additional earnings can make all the difference in
difficult times that may prove even brand kings — like Disney — are
yulnerable.””*®

One important qualification needs to be made concerning media
conglomeration and synergy. Not all media sectors mesh equally well
with all others. The major newspaper chains have almost all found it
lucrative to extend their holdings to radio and television stations, and
sometimes to magazine or book publishing, The core unifier for these
synergies is news-oriented content and facility with advertisers. Tele-
vision stations have also been made parts of conglomerates that in-
clude TV networks, cable channels, film studios, and music studios.
The cote unifier for this set of synergies is entertainment content
production combined with distribution, cross-selling, and cross-pro-
motion. But there is little evidence, as vet, that newspaper chains and
film studios or newspaper chains and music studios offer each other
significant “synergies.” Hence Disney sold the newspaper interests it
acquired as patt of its 1995 purchase of ABC and ESPN. And in
1998 Viacom sold all aspects of its Simon and Schuster book publish-
ing that pertained to the business and educational markets. It is worth
noting that Viacom kept its general “trade”-book-publishing interests,
s0 it can continue to publish odes to Beavis and Butt-Head. When gi-
ant firms sell off assets like these, some observers jump to the con-
clusion that this proves synergy does not work and that large firms
are ultimately too large for their own competitive good. In fact, what
it establishes is that smart firms get bigger and bigger, but they cate-
fully assess their holdings to see that they complement each other
well. And the trajectoty of the 199os is that the field of media assets
that can complement each other for a media conglomerate is growing,

Not is the media system entirely closed. Despite the ravages of
concentration, independent record labels and book publishers have
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proliferated in recent years, albeit getting a minuscule share of the
market. Some atgue that the concentration in music and book retail-
ing makes it easier for these independents to establish distribution
networks and that this will lead to more competitive markets down
the road.”® That remains to be seen. What is clear right now is that
small independent publishers and recording companies play an indis-
pensable part in the overall system of providing content that is too
risky for the giants to consider. Then, if the fare proves successful,
the big firms can begin to produce it, or even buy up the indepen-

the critically acclaimed Prince of -Egypt, struggled at the box office com-
pared to concutrent animated films released by Viacom and Disney,
each of which were heavily promoted on their various media aimed at
children.”” All of this puts DreamWorks at a distinct disadvantage. It
suggests that DreamWorks will either become part of a larger media
conglomerate or establish a close relationship with a media conglom-
erate, making it a de facto subsidiary at some point down the road.®
This is what the independent computer animation firm Pixar did in
1996, when it formally allied with Disney.®
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demt This 5 the case in-the film-industry, whete independetis ac
count for only 5 percent of industry revenues but serve an important
creative function for the giants." By 1998 almost all of the Holly-
wood “indies” were either owned outright by 2 major studio or effec-
tively affiliated with one otherwise. Independents have become a
source of low-risk profit-making for the media giants, giving the lat-
ter near total control over the industry.” “Lone wolf production
companies,” Variety noted in 1998, “have become integral to the cor-
porate studio filmmaking process.” The notion that independents
might sprout up to challenge the existing giants is dead.

Will new first-tier media giants emerge from the woodwork? It is
possible if some second-tier firms merge, or if a huge nonmedia
firm elects to buy its way into the matket, as General Electric, Sony,
AT&T, and Seagram have done over the past decade. With the con-
vergence of media with telecommunication and computering, this is
an increasing prospect, a point I return to in chapter 3.

The one clear effort to establish a new media giant is DreamWorks,
the new Hollywood studio formed by Steven Spielberg and David
Geffen, among othets, and backed with billions of dollars in invest-
ment capital from the Korean heiress Miky Lee and Microsoft co-
tounder Paul Allen. Can it succeed, becoming, for example, the first
successful new Hollywood studio since the 1930s? The connection to
Spielberg and Geffen may provide some hope, but otherwise the ven-
ture looks like an absurd deployment of capital. One look at anima-
tion, one of DreamWorks’s main areas of development, shows why:
wheteas media giants Disney, Time Warner, Viacom, and News Cot-
poration can generate profit from animated films that do lackluster
box office by exploiting their numerous other revenue streams,
DreamWorks must rely dispropottionately on the film’s theatrical suc-
cess. DreamWorks also does not have an arsenal of other media on
which to promote its animated films. In 1998 its first animated film,
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This is not to say that the media market is at all stable. In just
three years in the late 1990s the leveraged buyout specialists Hicks
Muse spent billions of dollars to build up an empire in tadio stations,
sports teams, television stations, book publishing, billboards, and
movie theaters.®® According to a Forbes profile of Hicks Muse, its
goal “is to blanket entire arcas for advertisers, with radio, TV and
billboards — one-stop advertising,”®” Hicks Muse is now a multi-
billion-dollar second-tier media conglomerate, having quickly ex-
ploited the opportunities for entering media markets that presented
themselves with deregulation following the 1996 Telecommunica-
tions Act. Whether those opportunities remain in place for others is
questionable, unless they want to pay a prohibitive price. But the ex-
perience with Hicks Muse underlines the overall logic of the media
market: it only makes sense to be a player if you are a very, very big
player with a broad stable of media assets to exploit.

Market concentration and conglomeration are necessary_for

profitability, but they do not assure it. The creation of these empires

brought considerable((:lebp to may of these firms, and it was only in
the late 19gos that Viacom, Time Warner, and News Corp. returned
to profitability. Gordon Crawford, who manages the $400 billion
Capital Research mutual fund that has large holdings in all of the
media giants, believes the short-term profit difficulties were and are
exaggerated, especially if the problem is due to increased corporate
debt to finance acquisitions.®® “Most of these decisions make sense
long term, and 20 years down the road, they're going to be all right.”®
Morteovet, not all mergers and acquisitions pan out, so benefits ac-
crue to the shrewder and/or more fortunate media giants. But the
overarching trajectory for the media system is rapid growth for the
laggest firms well into the next century. Ironically, in the eyes of in-
vestors, the main problem with the existing media system is that
there is 00 much competition. “The problem is that too many players
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ate at the table,” Business Week concludes in its analysis of the media

industry, “and it’s ruining everyone’s hand.”™ Gordon Crawford
forecasts that the eventual outcome will be a global media oligopoly -

dominated by six firms: Time Watner, Disney, Viacom, News Cor-
potation, Sony, and Seagram. Crawford is mote than a silent inves-
tor; he works quietly but persistently to coordinate deals among the
media giants to increase profitability for all of them.”

Despite the seeming excess of “competition,” the media system is
anything but competitive in the traditional economic sense of the

eighty-one directors on their boards. These eighty-one hold 1'04 addi-
tional directorships on the boards of Fortune 10co corporations. In-
deed, the boards for these six firms plus the five larges-t newspaper
corpotations (New York Times, Washington Post, Times-Mitror,
Gannett, and Knight-Ridder) have directors who also serve on 144 C_)f
the Fortune 1oco firms. The eleven media gtants also have thi.rty-ij
direct links, meaning two people who serve on different media firm
boatds of directors and also serve on the same board for another
Fortune 10oc corporation. Each of the eleven media giants has at

erm-Notonly-are-all of the- markets oligopolies; where almost 4l f

_ the main players are owned by a handful of firms, _the media giants |
= also tend to work quite closely together. The CEOs of Crawford’s

select six = rogether with all the other media giant CEOs {and now
computer industry CEOs like Bill Gates and Andy Grove) — meet
annually at a by-invitation-only retreat in Idaho to discuss the future
of their industry.”? Regardless of what actually happens in Idaho,
these interactions bear many of the earmarks of a cattel, or at least a
“gentleman’s club.”

And this barely begins ro indicate how noncompetitive the media

market is beconungln addition to their oligopolistic market struc-
“ture and overlapping ownership, the media giants each employ equity

joint ventures with their “competitors” to an extraordinaty extent,
These are media projects where two or more media giants share the

" ownership between them. They are ideal because they spread the risk

‘of aVenture and climinate the threat of competition by teaming up
with potential adversaries.”® Each of the eight largest U.S. media
firms have, on average, joint ventures (often more than one) with
five of the other seven media giants.™ Rupert Murdoch’s News
Corp. has at least one joint venture with every single one of them.
While competition can be fierge in specific markets, the same firms
are often the best customers for each other’s products, and the over-
all effect is to teduce competition and carve up the media pie to the
benefit of the handful of giants. According to most theories of mar-
ket performance, this degtee of coilaboration can only have negative
consequences for consumers.

Finally, when one looks at the membetship on the U.S, media gi-
ants’ boards of directors — the people who legally represent the
shatcholdets and therefote run the companies — the notion that this
is a collaborative industry is even more justified. Crawford’s select six,
less the Japanese Sony and Seagram and adding CBS and GE, have

PART I : POLITICS

Teast two such interlocks. GE has seventeen direct links to nine of the
other ten media giants; Time Warner has direct links to seven of
them. In combination, this suggests that the corporate media are very
closely linked.t0 each.other, and to the highest echelons of the corpo-
rat:a community. The point is not that the corporate media ate neces-
satily more intertwined with other large firms than any other indus-

trial sector but, rather, that the mediaﬂ_ix_;e full_MRamE__triEi\Egpm@Mi_g_ the

corporate commumty As the most recent study of this issue con-

cluded, “The media in the United States effectively represent the in-
75

terests of corporate America. ‘

Finally, for what it is worth, many of the very Wealthie‘st Ameri-
cans generated their bounty through their holdings in media propet-
ties. Some 17 petcent of the Forbes 4oo list of the richest Americans
detived their wealth primarily from media, entertainment, or com-
puter software. Exactly 20 percent of the fifty largest family for?ur?es
were detived therefrom.” Nor are the owners the only beneficiaries
of media prosperity. The average compensation in 1997 for the
CEOs of General Electric, Viacom, Disney, Time Warner, Universal
Studios, the New York Times, CBS, Times-Mirrot, Comcast, Cox,
TCI, AT&T, Tribune Company, the Washington Post, and Gannett
was approximately $4,500,000.” In short, those that sit atop our me-
dia empites are at the very pinnacle of success as it is measured in a

capitalist society.

Corporate Media Culture

The implications of this concentration and conglomeration fc?r
media content are largely negative. On the one hand, media fare is
evet more closely linked to the needs and concerns of a handful of
enormous and powerful corporations, with annual revenues ap-
proaching the GDP of a small nation. These firms are run by
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Wealthy managers and billionaires with clear stakes i in the outcome

of the most fundamental pohthal issues, and thelr interests are often

distinct from those of the vast majority of humamty By any known

—_——

theory of democracy, such a concentration of economic, cultural,
and political power into so few hands — and mostly unaccountable
hands at that — is absurd and unacceptable. On the other hand, me-
d1a fare is sub]ected to an ever gxeater commercmhz%he

31ble proﬁt from thelr ptoduct “This i is, in fact, the 1 most visible trend

Turnet, resolutely keep a wall between their do-gooder activities and
their business activities. (As for those politicians and policy makers
who aggressively advance the interests of the giant media firms in
Washington, D.C., and elsewhere, I am decidedly less charitable, It
may be understandable why most politicians effectively whore for
powerful media and communication firms, but it is stll a violation of
public trust. And when we no longer expect elected officials to meet
even rudimentary standards of public integrity, then, indeed, our use
of the term “democracy to describe this system becomes almost
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My argument 1sfmﬁgl1tuno@ It is understandable why so many
observers focus on the pegsonalities of the individuals who dominate
the largest media firms as the decisive factor in explaining the nature
of the system.” Of the eight dominant US. media firms, four have
owners with enough stock to wield absolute control over their firms:
These ate Viacom (Sumner Redstone), News Corporation (Rupert
Murdoch), Seagram (Hdgar Bronfman), and AT&T’s Liberty Media
(John Malone). This is a far higher percentage than most industries,

probably reflecting the recent genesis of the corporate media system.

[ “The mogul style of leadership,” one management consultant notes,
gu P 2y

1

is the only one that can work in an industry whete the playing field is

~constantly changing”” As the system settles down, and as Murdoch,

Redstone and Malone age, In time at least one or two of those enter-
prises likely will turn to a more traditional form of corporate manage-
ment mostly independent of shareholders. And even the media giants
with traditional management, like Disney, Time Warner, and GE,
have long-standing and strong CEOs in Michael Eisner, Gerald
Levin, and Jack Welch respectively. Indeed, Eisner has been accused
of stacking the Disney boatd of directors so that he enjoys an almost
unchallengeable grip on Disneyioperations.®

But even with this much CEO autonomy, the problem with the
corporate media system is not that the people who own and manage
the dominant media firms are bad and immoral people. Their indi-
vidual traits are mostly irrelevant. "The owners and _managers do what

they do because it is the most rational ¢ conduct to putsue in the mar-
ket context they face. Were, say, frequently mahgnecl media moguls
like Rupert Murdoch or John Malone to leave their jobs, their re-
placements would pursue similar courses, though perhaps with
greatet or lesser success. And those media CEOs occasionally sus-
pected of humane thought and behaviog, like Eisner or Levin or Ted
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&sports, action films, business news, light comedies, “news coverage

Orwellian:)
Let me offer a few provisos to my critique of the US. media sys-

tem. When one assesses the effects of the nature of the media system
upon media content, it is usually difficult to isolate one variable as de-

terminative. The core structural factors that influence the nature of 5

media content mclucle“the

firm, the amount of direct and indirect competition facing the firm
and the nature of at omp_gllpop, tlli ‘?lEg@? 0

economic” approach to understanding media can only rarely provide
a detailed understanding of specific media content.

It is also true that the system does produce much of value. In
those areas that are especially commercially lucrative — for example,

of celebrities and royalty, and certain types of popular music — the
system is gquite productive. For the more favored (meaning affluent)
demographic groups, there is.considerable choice within these
genres, thanks to butgeoning growth in the number of media chan-
nels. And sometimes the system even produces remarkable docu-
mentaries, drama, and investigative journalism. When compiled into
one list it can make for an impressive advertisement for the status
quo. Hence John Leonard, after providing such a list in the Nazion,
praises U.S. commercial television as “weirdly democratic, multi-
cultural, utopian, quixotic and more welcoming of difference and
diversity than much of the audience that sits down to watch it with a
surly agnosticism about reality itself””®! But this caliber of analysis is
akin to traveling to Brazil or India, observing how affluent are the
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1l pursuit of _profit, the size of the E’glﬂ

-even then this is always 2 context. This “institutional” or “political J v
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lifestyles of the sizable upper-middle classes, and then concluding
that the social orders of Brazil or India are fair and just. (Leonard
also reveals a patronizing contempt for popular taste and attitudes,
but that is another matter.) The real way to assess the content of the
media system is to judge it in its entitety. By that standard, I believe
the output is woeful in view of the massive resources these firms
command.

Why does the system produce good stuff? Thete are two closely
related reasons. First, the media giants ate required to utilize the tal-

want,” ot face economic peril. In fact, corporate media are hardly the |

obedient servants of this mythology. I have laid out 2 systematic cri-
tique of this notion elsewhere, so let me add just one point here.® Asg
much as demand creates supply, supply creates demand. Media con-
glomerates are risk-averse and continually return to what has been
commercially successful in the past. Over time, this probably creates
a demand in the fare that is commonly presented. There is little in-
centive in the system to develsp public taste over dme. (Often, so-
called audience research is a circular process where consumers are
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entsof some-very creative people; and in doing so some good mate=

ﬂal  gets produced. These creative talents often have . quite different
views of the world, and of desirable media content, from media
owners and managers/Sometimes creative people have enough com-
mercial success so as to earn a degree of freedom and independence
from corporate media norms.>Hence a Hollywood star can use her
or his marketability to make a film like Warten Beatty’s 1998 Bulworth,
something that would be unthinkable for a Hollywood studio to pro-
duce otherwise. Likewise, Michael Moore has carved out a nice niche
on the margins of the corporate media system, following the success
of his Roger and Me documentary.®? But the extent of this creative
freedom is unclear, and those who exercise it like Beatty or Moore
usually do so by willingly sactificing considerable income. So for ev-
ety Beatty or Moore there are many more prominent artists who in-
ternalize the dominant commercial motes — which is not especially
difficult to do when one is a millionaire — and young creative people
entering the industry learn eatly on the necessary values to achieve
success. While creativity is a factor that breathes continual life into
the media system, it is always an uphill fight. By its very natute the
commetrcial system mitigates against creativity and has a difficult
time establishing original commercially successful fare. It has 20/ 20
hindsight, always aping what has worked in the past or for competi-
tors and then re-creating it without the initial spark. Hence US. cable
television, with its plethora of channels, basically consists of each of
the largest media conglomerates offering the same family of com-
metcial-laden channels: business news, sports, reruns, movies, shop-
ping, and music videos.
~  The second reason for the good fare is that commercial media gi-
ants strive to satisfy audience desires and audiences often want qual-
ity fate. In popular mythology the corporate media giants, in their
pursuit of profit, eagerly and willingly “gwe the people what they

S
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permiucd tochoose from a nartow slate of the sort of commercially
lucrative selections that ate already widely disttibuted.)® Even media
moguls are aware of this problem but powerless to address it. Rich-
ard Branson, founder of Virgin Records, chastised U.S. radio stations
in 1998 for continually playing the same old material, hence making it
neatly impossible to launch new musical genres or original acts.®®
“Classic rock didn’t die — it was murdered by the consultants,” a
longtime New York radio figure commented. “Instead of playing a
hundred of the great things that the Stones have done, they would
pick five and wear them out.”* Even classical music enthusiasts are
despondent as classical stations largely play “greatest hits” or “lite”
formats, leaving a new generation uneducated in the broader tradi-
dons. “I'he educational approach only leads to the graveyard,” one
classical radio station music director stated.*

Perhaps the clearest example of the complex relationship of audi-
ence demand and media supply is shown by the _decline in foreign
films in U.S. motion picture theaters in the last two decades of the
‘twentieth century In the mid-1970s, foreign films accounted for over
10 percent of the box office at US. theaters. Every decent-sized city
had one ot more theaters specializing in foreign films, and Manhat-
tan alone had two dozen such theaters. By the mid-1980s the per-
centage of box office accounted for by foreign films was around 7
percent, and by the late 1990s it is down to under .5 percent. By the
logic of the “give the people what they want” thesis, this develop-
ment would reflect the fact that the American people decided that
they were no longer interested in seeing non-U.S. films. But it was

nothing ]jke that at a_]l Instead, Wd was._the rise 10 o

theaters. With far lower costs, these mulnscreen cinemas drove
L N

nearly all the one-screen theaters out of business, the very theaters
that had specialized in foreign fare. Megaplex chain theaters would
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only grant screens to foreign films if the filmmakers were as willing
to devote massive amounts to US. marketing as U.S. studios could,
something wholly unrealistic for them to do. As a result foreign films
stopped being exhibited and 2 new generation has come along with
no idea that foreign films even exist. This new generation is there-
fore highly unlikely to rent foreign film videos, either, as they have no
familiarity with them. In short, supply has been the determinative
factor in the collapse of demand.®

With tremendous pressure to attract audiences but to keep costs

34

: ize their output with less and less fear of consumer reprxsal And

conglomerated media control opens the door to vastly greatet op-
ortunities for commercial exploitation, the much ballyhooed syner-
gies. The end result is that the integrity of the editorial fare produced
by the media giants is greatly compromised, and it has become in-
creasmgly difficult to distinguish editorial from explicitly con?mffrcml
fare, even from advertising. Of course nothing could ever 1.r1d1cate
the folly of the notion that the commercial media system “gives tbe
people what they want” mote than the rise of this commercial

down-and-nottake-chances, the standard route of the media giants-is
to turn to the tried and true formulas of sex and violence, always at-
tention getters. In what the trade publication Variety termed one of
“the biggest political gaffes of the decade,” in 1994 the broadcast
industry agreed to subsidize detailed studies of TV content to ward
off the potential for congressional hearings on the matter. In 1998
the study, conducted by the University of California at Santa
Barbara’s Center for Communications and Social Policy, concluded
that for the third year in a row “violent TV shows account for 60%
of TV programming, and that the amount of violence has steadily
increased each year””® The most comprehensive economic analysis
of violent programming on television concludes that vielent fare ro-
sults logically from the workings of the commercial broadcasting
system. ‘To the extent that the system factors in audience desires, it
does so in a quite limited and commetcially exploitable manner.”
Likewise, the New York Times concluded in 1998 that “mainstream
television this season is flaunting the most vulgar and explicit sex,
language and behavior that it has ever sent into American homes.™!
Programming that features lurid and infantile discussions of sexual
behavior, like talk shows hosted by Howard Stern or Jerry Springer,
costs virtually nothing to produce and does not need to “develop”
an audience. Indeed, when Stern’s TV show plummeted in the rat-
ings in 1998, the “tacy” program, which featured Stern imploging his
female guests to take off their clothes, remained on the air nonethe-
less. It was still profitable for CBS because “it costs next to nothing
to produce,”??

T would argue that the weaknesses in commercial media fare are

™ long term, but that concentration and conglomeration have encour-

2aged speed-up ; to whap It term hypercommeraahsm throughout both

the medla system and the ¢ soclety writ large Concentrated media

‘control perrmts the latgest media irms to increasingly commercial-
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carpetbombing -there is anything people do not want or have not
wanted, it is to be pummeled by commercialism at every turn. Or
perhaps that is an exaggeration. Although people may havej once
been critical of hypercommercialism, perhaps they are becoming in-
ured to it. In a political culture where commercialism appears to be a
force of nature rather than something subject to political control,
that would be a rational response over time.

This hypercommercialism is apparent across the media landscape.
For generations, the natute of the music industry has had ambiguous
effects on the content of popular music. At its best, commercialism
has allowed musicians to be paid and has permitted the widespread
dissemination, cross-pollination, and flowering of popular music.
Rock '’ roll, itself, was the result of this creative combination of
commercialism with popular music gentes in the late 19408 and eatly
1950s.” But commetcial values, when they rule the £OOst, .have
proven deadly for artistic creativity. As the seminal jazz critic Sidney
Finkelstein put it in 1948, commescialism appears acceptable if it re-
fers to musicians earning income ot to audiences having access to
music, but in the end commercialism leads “to what is really destruc-

tive in culture: the taking over of an art by busmess 79 More recently,

a popular music scholar noted: “It is ironic that the music industry
seeks to capitalize on such mixtures [of different musical genres],
yet, in producing an organization to take advantage of this, the in-
dustry has a tendency to build walls within which ‘creativity’ can be
contained.”® Many of the great creative waves in rock 'n’ roll have
come from musicians eschewed by the corporate music companies
at the time.”

Today, the “windows” of opportunity for exciting new popular
music gentes to develop before being incorporated into the com-
mercial web have been shortened. If the original rock *n’ roll went a

decade before Madison Avenue wised up to its promise, if the 1960s
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tock renaissance went years before meeting the same fate, and if the
19708 punk, reggae, and hiphop movements also were launched out-
side the corporate orbit and stayed there for a decisive incubation, by
the 1990s the system was geared toward exploiting any “new” trend
~— ot creating the trend if possible so as to have ownership — long
before it could establish any artistic integrity. The logic of 1 the corpo-
rate media system is to draw everything into the commercial web and

e,
to use marketing principles to maximize. profit. The implications for
popular music have been disastrous. Popular music and its attendant

who is 2 potential record buyer,” a Time Warnelz music executive
stated regarding his roster of recording artists. “Not long ago,” Fhe
Wl Street Journal observed in 1998, “a star cou.ld stay a star by getting
a song played on the radio or a music video a\-n‘ed on MTV.... Now
ir's flashy commercialism and marketing a]hances'that k‘ee?p a star
bright (and richer by the minute).”** The “alternative” ‘Brltlsh band
The Verve only made a splash in the United States (making t‘he cover
of Rolling Stone magazine, among other things) after one of its songs
was the theme for a 1998 Nike television advertising campaign.'®

institutions-like. MTV.and . commercial radio, 2 New-York Fimes-critic

R P
wrote in 1998, “have become increasingly reliant on market research,

e e —

primarily because ratings and circulation are so important to their
advertisers. As a result,” he concluded, “the mall rules” and “music is
~in a lall”7 It is certainly ironic that this compulsive cotrporate behav- -

- ior may have the ultimate effect of making the music industry much
' less important in the long run, and thereby hurting long-term com-
- mercial growth, but that is 2 matter outside the control of the indi-
vidual giant media firm which must putsue its course or face com-
* petitive ruin.

Indeed, the 1990s have seen a systematic rationalization of the
commercialization of the music industry into every possible aspect of
its operations. Music has increasingly become a crucial area for
“branding,” and popular artists exploit themselves as brands to capi-
talize upon their names.”® Gloria Estefan, for example, is building a
“global entertainment franchise” that hawks Estefan-otiented mer-
chandise, restaurants, and collectibles in addition to films, TV shows,
and (almost incidentally) music.” But the Spice Gitls make Estefan
look like a piker; in November 1997, to accompany their new CD,
they launched a “wave of endorsements and merchandising unprec-
edented in the music industry.” There are Spice Gitls bomber jackets,
books, potato chips, calendars, key chains, and files. Marketers see the
Spice Gitls as a unique brand to reach the desirable four-to-six-year-
old-girl market, among others.!™ Polaroid even created the SpiceCam
as part of its “BExpressions” line of cameras, promoted in advertising
by the Spice Girls and targeting nine- to twelve-year-old girls. 10

Increasingly these hypercommetcial activities are seen as manda-
tory for commercial success in the music industry. This is not merely
so that artists and recording companies can generate additional rev-
enues; it is to ensure that they temain in the public eye, or ear. “We
are looking for any way to enhance their visibility to any consumer
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THe samre thing-happened to the British group Republica, Wll'lich only
had a breakthrough by providing a song for a Mitsubishi Motors
commercial. By the end of 1998, the Wall Street Journal observed. tbat
“hip, edgy rockers who once kept their distanm'e from advertlsmg
now see commercials as a great promotional vehicle.”'™ Tt c?oes not
require a genius to see the limitations for the art of music whe'n
commetce permeates it to such an extent. “The music industry is
worse than ever,” singer Patd Smith stated in a 1997 interview. “Rock
'n’ roll is great because it’s the people’s art,” she added. “But it’s not

outs anymote. Right now, rock 'n’ roll belongs to business. We don’t

even own it.”"1%

Book publishing, even more than music, has seen the greatest
change as a result of concentration and conglomeration. Only a gen-
eration ago, U.S. book publishing was, for better or for worse, a mod-
erately concentrated industry. Since the early 1980s there has bfie.n a
shakeout in the number of firms, and now most of the remaining
publishers ate part of corporate media conglomerates. This }'1as
changed their operating logic considerably. In addition to shaping
what manuscripts are considered market-worthy and what authors
“bankable,” there is increased pressute to publish and record writers
and artists whose wotk complements products produced in other
branches of these far-flung empires.'™ Viacom’s Simon and
Schuster, for example, has published a Nickelodeon imprint and a
Beavis and Butt-Head series to “synergize” other Viacom properties.
Although more titles than ever are being published — often due to
the work of marginalized and struggling “independent” publishers
— the big commercial publishers are emulating the Hollywood
model of seeking out supet-profitable blockbuster bestsellers and
eschewing titles that might sell moderately well but have little ch?nf:e
of attaining blockbustet status.’”” Moreover, concentration within
the industry has been accompanied by a sharp decrease in the atten-
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tion given to book quality. Whike the number of books published has
increased 42 percent since 1991, the number of book editors has
declined by 11 percent over the same period, and by 16 percent in
New York, where all the giants are headquartered. In sum, the brave
new wotld of cotporate publishing has “become a big, fat, scream-
ing, mean, vicious, greedy, rude and crude fest,” a senior editor at
News Cotp.s HarperCollins commented in 1998.%

Concentration at the retail level is an important factor as well. The
few chains that dominate bookselling are mostly interested in the
biggestand-best-selling-books—books that have lots of promotion
and commetcial tie-ins — and this discourages publishers from han-
dling the types of books that were more common on the lists of the
big U.S. publishers twenty years ago.'” The chains eject slow-moving
books in as little as 120 days, making success very difficult for smaller
presses, noncelebrity authoss, or original topics.!™® Indeed, some
publisherts consult the chain retailers to see if they will carry a pro-
spective book before they even authorize a contract for the author.!!!
A similar shakeout among magazine distributors has had the effect
of seeing small- and middle-circulation magazines increasingly drop-
ped from newsstands, as it is more profitable for distributors with
semimonopolistic holds on local and regional markets to concen-
trate on the handful of mass circulation titles that generate the most

sales.’’? y v

Hypercommercialism has exploded in the film and television in-
dustries as well, no small feat in the latter considering its commercial
pedigree. In 1998 NBC violated its long-standing strictutre and began
selling videos of its programs over the air during broadcasts. “NBC
sold 100,000 copies of its ‘Metlin’ drama with just two 30 second
spots,” a media executive noted with astonishment. “The network
created a new revenue stream.”'® “Thete is an untapped opportunity
for networks in transactions,” NBC executive Don Ohlmeyer stated.
“This is about the future.”'* CBS broke another taboo in December
1998 when the fourteen stations it owns aired an infomercial duting
the “prime access” time slot, the petiod between the evening news
and prime time."S “Product placement” within films and television
shows has moved from being a fringe activity to becoming an import-
tant source of revenues.' Formally aligning a2 TV show ot film with
a number of marketers for cross-promotion has become standard
operating procedure, A show like News Corp.’s The Simpsons, for ex-
ample, has such tie-ins with four major firms, including Pepsi-Cola
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| and Subway sandwiches.!'” Likewise, Time Warner inked a three-year

deal with Frito-Lay in ¥ 997, in which Warner Bros. characters will be
used exclusively in Frito-Lay point-of—purchase displays the world
over.t® It also can penetrate the content of TV shows and films di-
rectly, in a much mote ambitious version of product placeme_nt. In
1998 Disney’s Mitamax Films signed a deal with Tommy Hilfiger
where the characters in a Miramax film will wear Hilfiger clothing
and also appear, in chatacter, in ads for Hilfiger jeans. According to
Mr. Hilfiger, he will assist Miramax to “create personalities™ for “the

charactersinrthe-movie”” “There is a very strong movement toward
blending fashton and entertainment,” he stated, as his company and
Disney “are targeting the identical audience.”!??

Itis difficult to exaggerate just how important the ties between glo-
bal product marketers and media firms are becoming. The 1997
James Bond film, Zomorrow Never Dies, for example, had global pro-
motional tie-in deals with Heineken, Avis Rent a Car, BMW of North
America, Ericsson Corp’s cellular phones, Heublein’s, Smirnoff
vodka, L’Oreal, and Visa.'® This is now the norm. When Sony te-
leased Godzilia in 1998 it had a raft of promotional tie-in deals with lit-
erally scores of marketers, many of whom featured Godzilla themes
prominently in major advertising campaigns. Taco Bell alone, for ex-
ample, spent $6o million peddling Godzilla merchandise in its 7,000
restaurants. When the lame and formulaic movie atrophied at the box
office, it sent shudders down Wall Street, as so many firms had part-
nered with it.'* Disney came up with the title for its 1998 Armageddon
even before it had a story. The point was to produce a live action film
with the same sort of profit as 7he Lion King. Disney spent well over
$6o million promoting a film that cost $140 million to make.'** What
does this mean for the art of filmmaking? The answer is self-evident.
As one industry analyst put it, for the giant media conglomerate, “the
movie is almost incidental.”'%*

The hypetcommercialism of the system increases exponentially
when one considers the role of advertising. The sheer number of
television ads has increased considerably on broadcast television in
the past decade. All of the TV networks have increased the percent-
age of time devoted to advertising in the 1990s, with Disney’s ABC
the champion, having increased the amount of time give to commer-
cials by 34 percent since 1989.'* Some $120 billion is being spent by
advertisers on US. media in 1998, and around $z200 billion is being
spent on U.S. advertising overall.'®® Television increasingly appears
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marinated in advertising and commercialism. As one advertising in-
dustry observer put it: “It should be noted that advertising clutter
isn’t confined to paid advertisements. From talk show hosts plugging
their books to race car drivers wearing sponsor logos over every
body part, clutter is everywhere.”* This commetcial deluge is taking
a toll. As noted by one study, consumer “believability” in advertising
dropped from 61 percent to 38 percent between 1987 and 1997.1%7
To cut through the clutter, advertisers have resorted to “a new vul-
garity and tastelessness™ that is “transforming the content of adver-

27

Deals involving U.S outdoor advertising firms totaled $4.5 billion in
1997, Up 8o percent over 1996. Qutdoor advertisers have dowbled their
share of ad spending in the 1990s. The newest trend is “street furni-
rare,” where municipal governments let private interests provide bus
shelters and newsstands permanently draped in the firm’s advertis-
ing. New York awarded a $1 billion street furniture deal in 1998.1%
Another new trend is “bus wraps” and “building wraps,” whete en-
tire vehicles or building walls are covered with a vinyl advertise-
ment.'*® Along these lines, ad agencies now do “wild postings” for

tsingsas-a-1998-INVew-York-Fimes report concluded-“The push-to-get
noticed” has led advertisers “to do the advertising equivalent of
dropping one’s pants.”’128

Advertisers are not wed to media, and this clutter has them scut-

rying about attempting to locate new methods to brand their names
on the public’s mind. In 1997 Wal-Mart began showing ads on TV
monitors to all its customers waiting in line to putchase products.'?
To promote home video release of its 1997 film Liar, Liar, Universal
Pictures purchased sticker ads that were placed on twelve million
Granny Smuth and Fuji apples in U.S. supermarkets. “People look at
10 pieces of fruit before they pick one,” stated the ad executive re-
sponsible for the idea, “so we get multiple impressions.”™® In 1998
Disney and Gillette both began putting advertising on the supermar-
ket “adsticks” that separate customers groceries from each other’s
while they wait in the checkout line.’® Some companies are begin-
ning to play advertisements to their customers who are on hold. !
One Florida-based long-distance telephone company even offered
free calls if customers listened to advertising before being con-
nected.™” Movie theaters, too, ate getting into the act: over one-half
of the twenty-seven thousand U.S. movie screens now show adver-
tisements before films, more than doubling the number of U.S. the-
aters that showed ads in 1993."* By 1997 the enormous Sony mega-
plex took the togic the furthest to date: one of its suburban Detroit
theaters not only ran General Motors ads prior to feature films but
also turned over the lobby and grounds to displays of GM products.
Even sections of the theatet’s parking lot are identified not by row
numbers but by the names of GM products.!

To capture public attention, some major advertisers are turning to
having their brands incorporated into the structure of buildings so
as to be indelibly stamped on the public mind.'* Outdoor advertis-
ing (i.e., billboards) has enjoyed a renaissance in this environment.
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clients, where-they plaster reams of poster-sized ads everywhere
from construction sites to toll booths.'”” Another growing area of
operations for advertising agencies is staging publicity stunts for cor-
porations, as when General Motors sent a convoy of its new Cor-
vettes on a journey across U.S. Route 66.1% Other new locales for ad-
vertising include floors in public places, rental car audio tapes that
greet customers, cash machines, and bathroom stall doors. In short,
anything goes in the effort to capture the consumer’s attention. As
the New York Times concluded in 1998, we are in the midst of “an on-
slaught of ads that accost Americans at every turn.”™*!

The media are well aware that clutter is a problem, but their con-
cern is exclusively with satisfying advertisers, not viewers. NBC’s so-
lution is to run fewer but longer commercial breaks, so as not to lose
viewers to channel-surfing. “The network is trying to figure out how
to maximize retention while at the same time maximize revenue,” a
media executive stated. Its main solution has been to reduce the num-
ber of advertisers, not the amount of advertising, This leads to greater
retention and pleases advertisers.'* To address the complaints about
the incessant advertising on its 1998 Winter Olympics telecasts, CBS
began exploring the idea of running advertising continually duting
the programming in a portion of the screen, rather than reducing the
number of commercial breaks.'**

Moreover, to appease advertisers, media firms are increasingly giv-
ing them greater identification with and control over the program-
ming. Procter & Gamble, one of the world’s largest advertisers, has
signed major production deals with both Sony’s Columbia TriStar
Television and with Viacom’ Paramount to coproduce television
programs.!** P & G has alteady been coproducer of the TV pro-
grams Sabrina, the Teenage Witch, Clueless, and Real 71 Some media
executives say the P & G coproduction deals “may be the sign of
things to come.”™ On television, there has been the beginning of a
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return to a formal “corporate sponsotr” system of sponsorship,
whereby a single company sponsors an entire program and is identi-
fied accordingly.'” Interpublic, one of the three advertising corpora-
tions that dominartes the global advertising agency business, has ag-
gressively moved into working on program content to the benefit of
its clients. As Interpublic’s CEO put it, “We’ve always felt that longer
term, there’s going to be a closer relationship between agency, client
and programming,”*8

The irony of media in the 1990s is that the vast expansion in cable

as well, MTV explicitly provides editorial coverage -— and ample pro-
motional tie-ins — only to those film studios that purchase large
amounts of advertising on MTV, MTV even requires the studios to
pay the production costs for the special shows on MTV about their
movies. “Some magazines and newspapers have come under fire for
blutring the line between paid advertising and editorial content,” the
Wil Street Jonrnal observes. “At MTV and its sister networks, VH1 and
Nickelodeon, the line has simply disappeared.”’* The Disney-Com-
cast cable channel El ventured into similar territory in 1998 when it

o ﬁ—wa—s—supposed to-increase the power of _consumers torcon
trol the fare: they would be free to pick and choose from a broader

range of shows. Whether that has taken place is subject to debate,

but it is clear that the increase in channels has given major advertisers
far more negotiating leverage, and they can use their power to de-
mand an increased role in the programming, so that their commet-
cials cannot be as easily ignored by the viewers. Hence Manslon

o

of channels has 1ncreased the commercmhzatlon of media, rather

than decreaslng it. (Th18 s a pomt worth remembeﬂng when con-
templating the future of the Internet and its alleged ability to liberate

; users from commercial influences.)

Thete are two aspects of media _hypercommercialism, and both

PR S ——

are key contributors to the general commetcialization of U.S, culwure.

First is the trend within the media to ratchet up commermahsrrﬁpter—
nally and thetefore increasingly to jubordinate editorial fare to c&n—
mercial values and logic: This is what much of the discussion in this
chapter has addressed. It may be symbolic that Barry Diller, creator
of the Fox Network and widely regarded as one of the true media
visionaries, has established a new TV network based on low-budget
programming with an emphasis on sex and featuring infomercials
and direct selling worked directly into the editotial content.'®® This
trend is also revealed subtly by the increase in the number of promi-
nent actors and musicians who now perform in television commet-
cials. Until recently, this was something respected performers like
Daniel Day-Tewis, Harrison Ford, or Jodie Foster only did in fat-off
Japan, so their “integrity” would not be compromised in the West, %
Many “have since shed their scruples,” the Financial Times observes,
in view of the tiches involved. And, increasingly, one might ask, what
is the difference between starting in a film or T'V show and appear-
ing in an advertisementy!s!

The practice at Viacom, owner of MTV, is illustrative of this trend

PART I : POLITICS

mcorporated spotisor Miller Lite beer directly into the editorial con-
tent of its hit show 7alk Soup.'> Perhaps the most explicit signal of
this direction has been the return of “payola,” the process whereby
music companies paid radio stations to play their label’s artists.
Fiercely prosecuted and reviled from the 1950s onward, the process
has become legal today, as long as there is an over-the-air acknowledg-
ment of the practice.™ The British capitalist Richard Branson cap-
tured the irony of the situation: “It used to be called payola, and if
they got caught, DJs used to get fired. But now the money goes to
[station] owners and it’s legitimate.”™* By the end of 1998 the Zos
Angeles Times and the Orlando Sentinel published evidence that the larg-
est radio station groups were skirting the on-air acknowledgment of
payola, yet effectively engaging in the process. “Industry mergers have
shifted the balance of power to radio groups, which today have the

clout to launch a song simultaneously in scotes of markets across the
27150

country — or consign it to oblivion.

,ﬁrms have ventured out of their traditional domain for generations

— but the rise of conglomeration has made the prospect increasingly
lucrative and hence accelerated the process considerably. Take
amusement parks, and the broader area of leisure and recreation for
example. Commercial amusement parks have been around for most
of the century, but it was Disneyland in the 1950s that showed what
a huge market it could provide. Today several of the media giants,
including Time Warner and Seagram, have amusement parks, though
none approach Disney’s empire. They all aspire to exploit every mo-
ment for its commercial potential.'’ Disney has even established a
commercial zoo, “Animal Kingdom,” at its Orlando, Flotida, com-
plex.’® Disney also launched twenty DisneyQuest “virtual reality”
mall entertainment centers in 1998, all of which will play upon
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Disney “brands.”™ The notdon of public parks and recteation is rap-

idly giving way to a world of privatized and commercialized leisure,
conducted under the masterful touch of the media giants.

Even more striking is the aggressive move of the media conglom-
erates and advertisers to dominate U.S. spectator spotts. Prior to the
1950s$pectator sport and media had a symbiotic relationship, where

sports coverage in the press increased fan interest and fan interest in

spotts sold magazines and newspapers. But with the rise of commer-
cial broadcast spotts in the 1950s the economics and telationship
beganto-change- Over time-broadeast rights-payments-becatrie-the
most dynamic and important component of spott revenues, and
these payments were based entirely upon what advertisers were will-
ing to pay to reach sport viewers and listeners, 1 By the 19g0s, U.S.
professional (and, atguably, major collegiate) spott leagues were ef-
fectively part of the commercial media and advertising industries, 161
( The change was reflected in the number of major media con-
glomerates that purchased sports teams to be certain to assure con-
tent for their media properties. These include Time Warner (Atlanta
Hawks, Atlanta Braves), Disney (Anaheim Angels, Anaheim Mighty
Ducks), News Cotp. (Los Angeles Dodgers, minority stakes in the
New York Knicks and the New York Rangers, option to rights in the
Los Angeles Lakers and the Los Angeles Kings), Tribune Company
(Chicago Cubs), and Hicks Muse (Texas Rangers, Dallas Stars),
among others. In all, some twenty-eight ULS. major league sport fran-
chises are now controlled by media companies.'s2 Media conglomet-
ates have even contemplated establishing new sports leagues if they
were boxed out of TV rights to exisﬁng leagues. In 1998, for ex-
ample, GE and Time Warner discussed the launch of a new pro
football league, after losing out in the bidding rights to the NFL.1
Likewise, News Corp. and CBS contemplated launching a men’s bas-
ketball league to compete with the NBA, when it looked like a man-
agement lockout might create an opening to grab the most market-
able players.'* And Disney, Viacom, and News Corp. have each
established versions of “extreme” sports competitions, specifically
designed to hit the youth market desirable to advertisers, 165 Explicit
ownership of teams and especially leagues makes the most sense for
media giants; then they can fully exploit the synergies and commer-
cial possibilities of sport without having to make extravagant rights-
fee payment to team owners, who contribute nothing but earn
“rent” by having ownership over valuable franchises.® At any rate,
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.the face of sport has been commercialized almost'beyonfi recogni-
don in the past generation. For those who atre not 1mmed1.ate ﬁn-an—
cial beneficiaries of this process, it is difficult to see how it has im-
proved the sport expetience at all. .

Fven the Broadway theater industry, for example, which was once
the focale of promoters independent of the balance of the entertg.ir‘lﬁ
ment industry, is becoming incorporated into the webs of the mfacha
giants and commetcial sponsors. Stage productions fit naturally into

the synetgistic world of conglomerates. Disney, again, is the leader

(,1;\9[\27[ i
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of the pack, with a Broadway theater next to its Disney Store in New
York’s Theater District.'” The box office for its Beauty m:fd the Beast
stage play has been §500 million, generating an opera@g L.ncome of
8200 million. Its subsequent stage version of 7he Lion K}.ﬂg is produc-
ing similar numbers. Other Hollywood studios ate making plans for

theit own stage forays.'®®

Y\ All of these trends culminate in the rampant commercialization

- hi;ortant for advertsers. “More and more companies are realizing,”
the head of the Fox Family Channel stated, “that if you develop a
loyalty with the kids of today they eventually become the adt?lts-of
tomorrow.”® Moreover, children are seen as determining a signifi-
cant number of their family’s purchases. “If you have kids, I guaran-
tee you go home and ask the kids, “‘What do you want to eat?" or
‘What do you want at the store?’” one marketing consultant explains.
“The parent doesn’t want to get anything the kid is going to com-
plain about. It’s not efficient.”"” Moreover, children aged four to
twelve are a formidable market in their own right. They spent $24
billion in 1997, three times the figure a decade earher.’” And no bet-
ter medium exists for the delivery of the youth market than televi-
sion. By age seven, the average American child is watching fourteen
hundred houts and twenty thousand TV commercials per year, and
by age twelve his or her preferences are stored in massive data banks

o E’i U.S. childhood. Children and young people are seen as singularly

maintained by marketers of consumer goods.'” In the 199cs com-
mercial television for children may well have been the most rapid
growing and lucrative sector of the U.S. industry, with 1998 ad rev-
enues pegged at approximately $1 billion.'” Each of the four largest
U.S. media giants has a full-time children’s cable TV channel to cap-
ture the thirty-nine million viewers aged two to eleven.'* Opening
another frontier in 1997, Disney launched a nationwide children’s
radio network to meet the “great demand by advertisers for kid me-
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dia.” Surveys show that 91 percent of US. kids under age twelve lis-
ten to radio every week.!”

Although advertisers see television as the golden path to gaining
children’s attention, the overall clutter of TV programming puts ex-
treme pressure on each advertisement to distinguish itself from all
the others. By the end of 1997, the use of graphic violence — always
an attention getter — was growing more common in TV ads aimed at
children and youth.'’s In 1998 broadcasters began targeting one-year-
olds to get a tochold on the youth market. In a moment of candor,
one Time Watner children’s -television executive-conceded—thuy

1997 that

“Corporations are flooding schools with teaching aids -
and p1:oI_mgramda.’’185 Channel One, an advertl_smg—supported televi-
sion progtam for use in schools, is now shown in twelve thousan?l U:S.
schools -— some 4o percent of the total number of sclif)ols. It- bﬂls'rcw
self as the leading advertising vehicle to reacb “tWCGi’.lS, meaning kids
aged nine to fourteen.’® Major advertisaxas like Pepst and Reebok are
using Channel One to run promotions with :“?tudex‘lts? ?Lnd to connect
their school advertising to their other media act1v1t'165. .In the late
1990s Channel One has become much more aggressive; it now uses

“there’s something vaguely evil” about programming to kids that
young.'” While advertisers and media giants have major incentives to
exploit the children’s market, they have no incentive to consider the
social implications of their combined efforts. One thing that is cet-
tain is that they are training a generation of world-class shoppers. A
1997 survey showed that 80 percent of girls aged thirteen to seven-
teen stated they “loved to shop,” and they made 40 percent more
trips to the mall than other shoppers.” And we are also training a
generation of couch potatoes; as one exercise physiologist put it,
American young people “are dying for some exercise.”'” Commer-
cial television is certainly not to be held responsible for all the
atflictions of America’s youth, but it figures in any explanation.
Both advertisers and corporate media have also set their sights on
expanding externally into the one children’s institution that has tradi-
tionally remained off-limits to commercialism, schools.'™ The com-
mereialization of education is taking place on several fronts, assisted
by the fiscal crisis that has placed many :;chools, public and ptivate, in
dire economic straits. Firms are now paying to have their brands ad-
vertised in student texthbooks.!®! Fast food, snack, and soft drink
firms have launched a successful head-on assault on school cafete-
tias, where they establish brand identities and make immediate sales
as well.**2 By the late 19908 Coca-Cola and Pepsi were locked in a
pitched battle to gain contracts to be the exclusive soft drink provid-
ers to public schools, using the schools to aggtessively promote their
product to students.'® This trend reached the pomt of absurdity in
1998 when a Georgia high school student was suspended for wearing
a Pepst shirt to school on a day when all students were told to wear
Coke shirts for a Coke promotional campaign in which the school
was participating. '8¢

As a result of its own study, Business Week magazine concluded in

40 PART I : POLITICS

teachers and principals il promotional campaigns with major advertis-
ers.’®” In Deceiber 1998 Channel One signed_ a ﬁve—j.zear-contract
with Nielsen Media Research. Nielsen will provide detailed informa-
tion on Channel One’s eight million daily viewgs tor the ﬁl};;ns that
pay $200,000 fot thirty-second comme@ials on its program.™

The thoroughgoing commercialization of U.S. educauor} is far
from complete, and many parents’ and teachers’ groups continue to
oppose it. But the free market political ﬂght., le'd bg.z aging marl.«i-t ad-
vocate Milton Friedman, has made the elimination of . trad1t1.0.na1
commercial-free public education the centerpiece of its political
agenda for the coming generation.'™ The goal. is school vouchers,
with public monies paid to privater schools. This would ?lmost cet-
tainly enhance commercialism at public schools, as their neec_l for
moﬂey would increase as students take their VOuCheljS to private
schools. It would also reduce the role of public education dramati-
cally in the United States, resulting in a tiered educational system,
Witil the best education going to the most accomplished children
and, more important, those with the most affluent parents.' "‘We
need the same revolution in education that we have had in television

ment community there is already speculation that traditional educa-

tion as a public service is collapsing, and a hybrid of educational high

techno]ggyﬂand _commetcial entertainment Wﬂl eventually becor-nga
thepnmary means of “educating™ Amerlcanklds — as prospective
workers and potentif;ll consumets. }n that case, Disney and tgk;e other
media giants are poised to capitalize upon the new market.! .

At any rate, the cultural landscape of the United States is vaétly
more commercial at the end of the 1990s than it was a ger?eramon
eatlier, and all signs point to further commercial expansion into ev-

ery nook and cranny of social life. The media giants are not th.e‘only_m
participants in this commercial charge; the conversion of wt_urwz}gltlona:‘lw
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_high culture, for example, from mostly noncommercial status to the
“mega-exhibition, complete with helium-filled hype, souvenir soap
and corporate sponsorship,” is not the work of the media giants but
rather of the major adverdsers themselves.™” As one scholar of high

, culture concluded, in the 1980s and 19g90s “businesses successfully

* transformed art museums and galleries into their own public-rela-

tions vehicles, by taking over the function, and exploiting the social

\status, that cultural institutions have in our society.””1%

And, indeed, commercialism is not something entirely new: it has
sraa-mportant theme-in-the United States throughout itshistory:
But this assertion must be qualified: there is an enormous difference
between the degree and nature of commercialism in the United
States in, say, 1830 or 1880 or even 1950 of 1970, and what is emerg-
ing today. At the dawn of the twenty-first century, the quantitative
increase in commercialism may be producing a qualitative change in
its role and impact in our socicty. Along these lines, one of the fast-
est areas of growth in the rggos has been the rise of corporate brand
licensing — valued at $16 billion in 1997 — where firms lease or use
their own trademarks and logos on other unrelated products. The
matkers of our culture are increasingly those of big business.!?> This
should be no surprise, since latge corporations and their values so
dominate the U.S. economy and polity. It is fitting, then, that GE’s
NBC found a large market when it decided to market versions of its
“Must See TV slogan to other merchandisers.!%

//Farewell te Journalism

The other side of the coin of commercialization is the decline
and marginalization of any public service values among the media,
placing the status of notions on nonmarket Eubh'c service in jeop-
ardy across society. As much as eatlier US. societies were driven by
commerce and profit-seeking, they also tolerated nonprofit and non-
commercial institutions and values. In today’s hypercommercialized
soclety, on the other hand, the commercial values of maximum
profit and sales ballyhoo #ber alles have overwhelmed the vestiges of
public service in the media. In chapter 5 I review the decline of U.S.
public service broadcasting, and in the next section of this chapter I
review the deteriotation of Federal Communications Commission

(FCC) regulation designed to force commetcial broadeasters to pro-
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vide public service programming. But these attempts at public ser-
vice in the United States have never amounted to much in any case.
1n what follows I focus on the one area that traditionally has been
regarded as the defining public service of the U.S. media system —

its commitment to strong, trustworthy, and reliable journalism.

Journalism has been fegarded as a public service by all of the
comncical miedia throughout s century. [n partcular, commercial
Broadcasters displayed their public service through the establishment
of ample news divisions. These were largely noncommercial during

proadcasting seatly years and did not become a “profit center” until
the 1970s. Historically, journalism is something that newspapers,
magazines, broadcasters, and journalism schools regarded as an ac-
tivity directed toward noncommercial aims that are fundamental to a
democracy — aims that could not be bought and sold by powertul

vertisers, of by the biases of the.editors and reporters, but rather by
corepubhc service values. For much of the twentieth century the
media cotporations have brandished their commitment to the high
ideals of journalism as their main explanation for why they deserve
First Amendment protection and a special place in the political
economy.

Of coutse, In practice, professional journalism has never enjoyed
the independence from corporate or commercial pressure suggested
by its thetoric. It did not develop in the eatly twentieth century as the
result of a philosophical effort to improve the caliber of journalism
for democtacy. To the contrary, professional journalism emerged as a
pragmatic response to the commercial limitations of partisan jour-
nalism in the new era of chain newspapers, advertising support, and
5ne—newspapertq\yn_s Ia such an environment, partisanship only
éntagomzeAdmuch of the market, upset advertisers, and called into
question the entire legitimacy of the news product. As Bagdikian has
shown, professional journalism is severely compromised as a demo-
cratic agency in numerous ways. 1o avoid the controversy associated
with determining what is a legitimate news story, professional jour-
nalism relies upon official sources as the basis for stories. This gives
those in positions of power (and the public relations industry, which
developed at the exact same time as professional journalism) consid-
erable ability to influence what is covered in the newsi\Moreover,
professional journalism tends to demandi&g@\@oks — some sort

-
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of news event — to justify publication. This means that long term
public issues, like racism or suburban sprawl, tend to fall by the way-
side, and there is little emphasis on providing the historical and ideo-
logical context necessary to bring public issues to life for readers. Fi-
nally, professional journalism internalizes the notion that business is
the proper steward of society, so that the stunning combination of
ample flattering attention to the affairs of business in the news with
2 virtual blackout of labot coverage is taken as “natural” In combi-
nation these ttends have had the effect not only of wiring pro—status
quo-biases-directly-into-the professional code of conduct butalse-o

keeping journalists blissfully unaware of the compromises with au-

——thority they make as they go about their daily rounds." It is far from

AN
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politically neutral or “objective.”

Professional journalism is arguably at its worst when the US. up- -

per class — the wealthiest 1 or 2 percent of the population, the own-
ers of most of the productive wealth, as well as the top corporate
executives and government officials — is in agreement on an issue. In
such cases (for example, the innate right of the United States to in-
vade another nation or the equation of private propesty and the put-
suit of profit with democracy), media will tend to accept the elite
position as revealed truth and never subject the notion to question-
ing. The classic example of this phenomenon today is the virtual
blackout of media coverage of the CIA, to be discussed below, and
of the military budget. There is no known explanation for the $250—
300 billion annual military budget in the post—cold war wotld and,
interestingly, the media never press politicians to provide one, Why is
this? Military spending is the one form of government largess that
directly harms no notable upper-class interests, while at the same
time actively promoting some elite interests. So while the media on
occasion will analyze school budgets, public broadcasting proposals,
and health care and welfare spending in detail to see if the monies
are being spent wisely, there is barely any media examination of the
military budget, which is in effect a cash cow for powerful elements
of the cotporate community."* Members of the press, to the extent
they even recognize the problem, defend their lack of interest in
military spending by noting that the dominant political parties are
not debating the matter so thetefore it is not a legitimate issue. (So it
was in 1999 that the Clinton administration proposed to increase the
annual military budget by $100 billion over six years to the hearty
approval of Republican leaders. The tenor of the press coverage was
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to emphasize that this was the first rea/increase in the military budget
since 1991 — as if that, alone, justified the increase — precisely as the
Pentagon, the military-industrial complex, the Clinton administra-
tion, and the Republicans wished the issue to be framed.)*”® But such
a defense points exactly to the limitations of professional journalism
as a democratic force, particularly in a society where commercial
forces dominate the political culture.

Professional journalism is arguably at its best, then, when elites
disagree on an issue — such as whether a specific US. invasion was

tacically sound-or-not— or when the issue does not affect upper-
class interests directly (e.g., abortion rights, school prayer, flag burn-
ing, gay rights, affirmative action). In some citcumstances, too, do-
mestic non-elite constituencies can be so strong, like organized labor,
as to have some mitigating effect on elite pressures and the logic of
the system. In instances like these, professional journalism has been
capable of producing commendable work.* After World War 11 this
caliber of professional journalism prospered and developed a certain
amount of autonomy from the dictates of owners and advertisers,
and from the corporate sector as a whole. At times, this journalism
has thrived and produced exemplary coverage. But joutnalism has
always been a struggle, and even in the best of times journalists have
had to contend directly and indirectly with powerful corporate, com-
megcial, and government forces that wanted to neuter or corrupt
their enterprise. By the 199os, traditional professional journalism was
in matked retreat from its standards of the postwar years, due to the
tidal wave of commercial pressure brought on by the corporate me-
dia systerm.

The decline, even collapse, of journalism as a public service is
apparent in every facet of the media.?"! For network and national
cable television, news has gone from being a loss-leader and a mark
of network prestige to being a2 majot producer of network profit. At
present, NBC enjoys what is regarded as “the most profitable broad-
cast news division in the history of television,” with annual advertis-
ing revenues topping $100 million.* NBC is renowned not so much
for the quality of its news as for its extraordinary success in squeez-
ing profit from it. NBC uses QNBC, a high-tech statstical service, to
analyze its news repotts to see exactly how its desired target audience
is reacting to different news stoties, and to the ads. Its goal is to have
a “boundaryless” flow across the program so as to satisfy those pay-
ing the bills.?* Arthur Kent, the NBC cotrespondent who gained
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fame for his coverage of the 1990—g1 Gulf War, left the network and
has published a damning exposé of GE’ ongoing efforts to cheapen,
degrade, and censor the news. “The people who constitute the con-
science of the broadcast news discipline — working journalists —
now have less real influence on the daily news agenda than ever be-
fore,” Kent wrote, “and they face harsh treatment from management

_ ﬂif.,“‘qu_,?i]i?ﬂ‘fﬁ.lf.e?,‘__l‘f:”m In particular, Kent chronicles GE’s opposition

to NBC News examining any of GE’s business operations. This is
emergng as a significant problem in the age of conglomerate-con-
raalism-la-r998; Disney-owned ABC News tejeeted-are-
port by its leading investigative correspondent exposing labor and
safety practices at Disney Woild in Florida. Although ABC News
claiimed the cancellation was due to factors othet than the identity of
the subject, the stench of conflict-of-interest could not help but fill
the air. 205
Nort is Kent alone in his assessment. Whereas only ten or fifteen
years ago prominent journalists were among the staunchest defend-
ers of the commercial media system, today, in what amounts to al-
most a sea change, journalists have emerged as among its foremost
critics. “Our big corporate ownets, infected with the greed that
matks the end of the 2oth Centuty, stretch constantly for ever-
increasing profit, condemning quality to take the hindmost,” ob-
serves Walter Cronkite. They are “compromising journalistic integ-
tity in the mad scramble for ratings and circulation.””® “In any
honest appraisal of the state of the press,” David Broder, veteran
Washinglon Post columnist, noted in a eulogy for journalist Ann De-
vroy in 1998, “the values that defined Ann Devroy’ life are increas-
ingly in jeopardy. Media companies — especially those which are part
of mega-corporations — show little respect for that responsibility

, and professionalism Ann demonstrated every day in her work,”?7
Richard Reeves concluded in 1998 that after a decade of corporate
concentration and commercialism, the United States could be charac-

Jterized as being in an era of the End of News. Reeves defined “real
news” as what “you and T need to keep our freedom — accurate and
timely information on laws and wars, police and politicians, taxes and
toxics.” As Reeves notes, what has been regarded as good journalism
is seen as very bad business by those who rule the media world 28
Of course many, perhaps most, working journalists remain dedi-
cated to providing a public service independent of the commercial
needs or political aims of their owners and advertisers. And even in
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the hottid context we are describing some superb journalism is pro-
duced. Disney’s ESPN, for example, which counts Nike and Reebok
among its major advertisets, aired an extraordinary exposé of Asian
shoe manufacturing sweatshops in 1998. In November 1998 Time ran
2 magniﬁcent and unprecedented investigative seties €Xposing cot-
porate welfare. CNN and CBS’s 60 Minutes petiodically do investiga-
tive reports, too, that remind one of what journalism is supposed to
be. But regrettably these are the exceptions that go against the trajec-

tory, and most journalists who remain in the commercial news media

COME 10 liltc,rilcu_uc me dommant Values 1f they Wlsh to. be suecessfu]

and to be at peace Wit].’l themselves

“Tndeed, the overndmg commercialism of contemporary journal-
ism has been adapted as well by the leading editors and repotters. As
James Fallows chronicles in depressing detail in Breaking the News, the
superstars of journalism are increasingly those who do faitly mind-
less TV shows, give lectures for exorbitant fees, and generally earn
annual incomes approaching seven figures.*” One almost had to feel
sympathy for the CNN correspondent who was reprimanded in
1997 after he did a television commercial as a spokesperson for Visa
USA,; his role in the commercial had been originally cleated by CNN
and it certainly seemed in keeping with the commercial thrust of
television journalism. His crime, it would seem, was being caught, or
being a small fry.' In 1998, recently retited ABC news anchor David
Brinkley began doing advertisements for the Archer Daniels Mid-
fand corporation that ran on his old 7hkir Week program.®! ABC
stopped running the spots only after controversy erupted, after hav-
ing aired them initially so as not to antagonize one of its most im-
portant sponsors.”'? (Archer Daniels Midland is the agribusiness firm
that had to pay a $100 million fine for price-fixing and that has
shown a distinct self-interest in the outcome of environmental, regu-
latory, and agricultural policy debates.y** Advertising Age captuted the
irony of the Brinkley situation: “Journalists have raised the biggest
racket about Mr. Brinkley’s new job, even as they solicit paid speeches
from groups they could be teporting on.”?!4

If, as mentioned above, media conglomerates discourage their
news divisions from examining their corporate operations, these gi-
ants have fewer qualms about using their control over journalism to
promote their other media holdings. In 1996, for example, the news
story that NBC gave the most ime to was the Summer Olympics in
Atlanta, an event that did not even rank among the top ten stories
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covered by CBS, ABC, or CNN. What explains NBC’s devotion to
this story? NBC had the television rights to the Olympics and used its
nightly news to pump up the ratings for its prime-time coverage.?'®
Accotding to the New York Times, “various shows on ABC, now owned
by Disney, have devoted a great deal of time to several movies pro-
duced by Disney, although the network has maintained in each in-
stance that there was justified journalistic interest in the films.”"#¢
But the main concern of the media giants is to make journalism
directly profitable, and there are a couple of proven ways to do that.

winter of 1997—98, local TV news programs in Los Angeles turned
the airwaves over to the live coverage of several prolonged car
chases a la"O. ]. Simpson, though the significance of the chases
seems to have eluded even the broadcast news anchors.* As a writer
for the New York Times Magazine concluded in 1998: “Most anyone in
the press and academia who has given it much thought has con-
cluded that while there are exceptions, focal television news is atro-
cious.”’??* Besides making it ever more difficult, even impossible, to
have an informed citizenry, lame local news can have stark material

Firs t;fay offas-many reporters as possible: The corporate-newstme=
dia has been doing this in spurts since the mid-198os, and several of
the network TV news operations made ma}or layofts again in 1998 e

~ stories, and shootouts.*® Not only are such stories cheaper to covet
" and air, they hardly ever enmesh the patent corporation in contro-
versy, as do “hard” news stories. Consider network TV news. Inter-
natlonal news has dechned from 45 percent of the netwotk TV news
total in the eatly 19708 1O 13.§ percent in 19g5. Most of this drop
took place in the rggos after the end of the cold war, but since this
was also the period of the rise of the global economy, one might rea-
sonably expect TV’s international coverage to remain at eatlier levels
if not increase. ! What replaced the expensive international news?
The annual number of ctime stoties on netwotk TV news programs
tripled from 1990—92 to 1993—96.2* In one revealing example, CNN
addressed a decline in ratings in the summes of 1997 by broadcasting
a much-publicized interview with O. . Simpson.”!

As bad as this seems, local television news is considerably worse..

i g i gt

One recent detailed content analyms of local TV pews in fifty-five

markets in thirty-five states concludes that local news tends to fea-

ture crime and violence, tr1v1ahgz and celebﬂty, and that some sta-

tions devoted more aittime to commercials than to news.?” Anothet
detailed study, this time a content analysis of the local news on 102
stations in fifty-two markets on March 11, 1998, reported that 40
petcent of the news was “about crime, disastet, war, or terrorism.”
This was generally visually stimulating material taken inexpensively
off a satellite feed that had no public policy implications for local
communities. Another 25 petcent of the local news was deemed
“fluft,” including “stories about hair tattoos, beer baths, a dog re-
turning home and a horse rescued from mud in California.”’? In the
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consequences. A 1998 study of local television news in Baltimore
concluded that the extreme focus on crime stories, with a strong ra-
cial twist, was an important factor in a declining general perception
of the quality of life in Baltimore, leading to business exodus and job
loss.

The attack on journalism is every bit as pronounced in the
nation’s newswrs Newspaper covetage of international news, for
example, declined by an even greater percentage than that of net-
work TV news between the 1970s and 1990s.**” The concentration

of owneiship into local monopolies that are part of large national

chains gives the media corporations considerable power to reduce
the resource commitment to journalism, thus fattening the bottom
line. Gannett showed the genius of this approach as it built its em-
pire over the past thirty-five years. Since purchasing the Des Moznes
Register in the 1980s, for example, it has slashed the paper’s once-
extraordinary coverage of state affairs to the bone.”” To cut costs,
these corporate giants are increasingly using temporary _J,%}?Ef}o
serve as reporters and photographers.® In addition, there is implicit
pressure on editors and repozters to accept marketing principles and
to be “more reader friendly.”** ‘This means an emphasis upon life-
style and consumer issues that strongly appeal to sought-after read-
ers and advertisers. ! “Marketing,” one reporter stated in 1997,
“these days means spending more time focusing on the things that
concern the people who have all the money and who live in the sub-
urbs."#2 A telling indication of this turn came in Detroit, where the
city’s last full-time labor reporting position at the Detroit Free Press
was eliminated in 1998, while the newspaper added fifteen new edi-

tortal positions in the suburbs.?* In 1998 the massive Times-Mirror-

newspaper chain asked three of its most prominent reporters to
wtite portions of its annual report, a task usually assigned to accoun-
tants and public relations officials.?**
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In perhaps the most publicized new measure, the Times-Mirrot’s
flagship Los Angeles Timesin 1997 appointed a business manager to be
“general manager for news” and directly oversee the editorial prod-
uct to ensure that it conformed to the best commercial interests of
the newspaper.®® Times publisher Mark Willes informed Forbes maga-
zine that he intended to tear down the “Chinese wall between editors
and business staffers” with “a Bazooka if necessary.” In June 1998
Willes authorized his editorial staff to participate in an unprec-
edented “Day with the Los Angeles Times” sponsored by the local

By the end of the 1990s major magazine publishers like Time\ B

¢

Warner and Newhouse’s Condé Nast have “corporate marketing de- |

1ok
TELT

pg;tmﬁﬂ’ésj’ whose purpose is to help their magazines work with ad- |~}

Top
=3

. oo 3
vertisers so that the magazine becomes “an integral part of the [ad-/ =7~

vertising] message,” and to help “advertisers adjust their image in
hopes of increasing their sales.” The logic is such that major adver-
risers are increasingly in a position to demand favorable treatment.
«T et’s be honest,” the president of Chanel confessed, “I think you
want to suppott those magazines which — from an editorial point of
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publicTetations comimunity. This session included having Iocal PR
officials learn more about Willes’s plans for increasing the editorial-
business cooperation at the newspaper and how this could work to
their clients” advantage ¢ A sense of what this leads to came in 1 998
when Willes wrote 2 memorandum to his editorial staff saying that
the paper could attract more women readers by offering more emo-
tional and less analytical articles. He later apologized for the stereo-
typing of women, but not for his attitude toward journalism.?’ In-
vestors are wild about Willes and his plans for journalism; “Wall
Street has loved Willes from the first,” Forbes notes.2?* The editor of
the trade publication Adversising Age applauded Willes’s reforms
wholeheartedly: “Is it a sin to try to come up with ideas advertisers
respond to? Are editotial people selling out when they work with ad
people to . . . attract more advertisers? T don’t think so; in fact, that’s
their job.”* It may say a great deal about the state of journalism that
among publishers Willes sometimes is held up as the “liberal” pro-
tector of journalism values, in contrast to the CEO of Cowles Me-
dia, who argues that newspapers should have no qualms about writ-
ing favorable pieces about major advertisers.2® :

What is happening at the prestigious Los Angeles Timses in fact only
makes explicit a growing trend in journalism: the need to setve com-
mercial needs first and foremost. On balance, magazine journalism
has had less concern with keeping a formal separation between ad-
vertising and editorial content for years; in 1997 the Wal Street ' Journal
reported that some major national advertisers demanded to know
the contents of specific issues of magazines before they would agree
to place ads in them ! In the immediate aftermath, reports de-
sctibed numerous other incidents of advertiser scrutiny, implying
censorship of magazine editorial content.?2 This caused 2 public
outery, with magazine editors and publishers formally denouncing
the practice.?*

PART I : POLITICS

view — suppott you.”** In 1998 both 1zme and Martha Stewart Living
featured special sections or entire issues with just one advertiser and
permitted the advertiser to participate to varying degrees in the edi-
torial planning for the issue.** But even if advertisers are not offi-
cially vetting the contents of magazines, and even if publishers are
not explicitly ordering their editors to serve advertisers first and fore-
most, the message has been underlined and bold-faced: what editors
and teporters do will directly affect both their own and their maga-
zine’s fortunes.

Pethaps some sense of the general commercialization of editorial
content came in 1998 when Tina Brown quit her position as editor
of the New Yorker, perhaps the most respected ULS. commercial pub-
lication, to go to work on a new magazine and other projects for
Disney’s Miramax subsidiary. “I feel the kind of movies [Miramax]
makes are the kind of journalism we try to do,” Brown stated. They
“have this incredible gift for making good things commercial.”
Brown’s partner in the new venture is Ron Galotti, former publisher
of ogue. Galotti and Brown will produce a magazine explicitly de-
signed to produce synergies, that is, to generate stories that will turn
into good TV programs and movies.* And the synergies extend to
advertisers. As Galotti put it, he and Brown will be able to help ma-
jor magazine advertisers get their “tentacles into the Hollywood
area.” “I think clients are looking for out-of-the-box ideas and ways
to position products and brand their products.” Galotti said that ad-
vertisers in Brown’s new magazine could look for product place-
ments in Miramax films, among other things. But there is no need to
worty, according to Galotti, because “the editorial aspect of the
magazine will have no commercial overtone at all.”? This, then,
would seem to be the nature of editorial integrity in the era of com-
mercialized journalism.

Thete ate some who argue that this turn to trivia and fluff mas-
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querading as news is ultimately going to harm the media corpora-
tions’ profitability. As more and more people realize they no longer
have any particular need to read or watch the news, and news is com-
peting with the entire world of entertainment for attention, its read-
ership and audience may simply disappear. Whether that is true or
false is impossible to say, but the media corporations, by their ac-
tions, have made it clear that they prefer to take their profits now
rather than make a lot less money now for a chance at pie-in-the-sky
profits far down the road. In fact, it would be highly irrational busi-

| during the CBS telecasts of the 1998 Winter Olympics, for which

Nike was a major sponsor.®’

On the other hand, in 1998 the corporate news media faced —

and faifed — their moment of truth with regard to how fhey cover

those government agencies that primarily serve elite interests — the

CIA and the military. This is not a new development, as I noted

“ 3bove,and the media have had a distinct double standard as they in-
vestigate the affairs of state. Those government actiﬁgﬁmp‘}%%fw%g?
primatily the poor of the middle class (e.g., welfate and public educa- |
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nesseonduet-forthedominant media firms to approach journalism
in any manner other than the way they presently do.

Several incidents surrounding major news stories and journalists
in 1998 point to the severe limitations of contemporary journalism
as a democratic agency. On the one hand, the corporate sector is in-
creasingly exempt from any sustained critical examination Jrom: a pub-
lis interest perspective. (Serious examination of certain aspects of corpo-
rate behavior to provide information to the investment community,
of course, is one of the main functions of the business press.) In
May 1998, for example, the Ciminnati Engnirer tan an eighteen-page
investigative report on Cincinnati-based Chiquita Brands Interna-
tional that chronicled in detail the unethical and iltegal business prac-
tices of Chiquita overseas. The factually based story seemed a poten-
ttal Pulitzer Prize winner. Chiquita, however, determined one of the
reporters had gleaned some of the information for the report from
iliegally obtained voice mail messages and sued the newspaper. The
Enguirer folded, giving Chiquita $10 million, formally retracting the
series, and firing the reporter in question. It is worth reiterating that
the truth of the story itself has never been disproven.28 ,'

This threat of libel is often pointed to as an explanation for com-

mercial media’s unwillingness to go after wealthy cotporations, and

there is an element of truth to this.? But this can only partially ex-
plain the seeming hostility to the very notion of investigative journal-
ism. A News Cotp. station fired two television reporters in December
1997 for refusing to water down and create a misleading impression
of their investigative report on Monsanto. The report never aired.?
And CBS’s leading consumer reporter, Roberta Baskin, who was re-
sponsible for an acclaimed 1996 exposé of Nike’s labor practices in
Vietnam, was demoted and stripped of her support staff in 19g8.
What was her apparent crime? She had protested too loudly when
CBS on-camera correspondents wore the Nike logo and Nike gear
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fion) are often subject to close scrutiny, whereas those operations
that serve some powerful interests and harm others can also receive |

{r'lgorous coverage {e.g., tobacco subsidies and rengations.against
shlokmg) But intelligence, foreign policy, and military operations atre
conducted primarily to serve the needs of the elite, and while some
powerful interests may not benefit as much as others, none are pe-
nalized by these activities and all benefit from having the govern-
ment commissioned to act in defense of corporate power abroad.
The extent of the debate on these issues historically has reflected the
extent to which the elite itself was split over specific military actions,
such as the Vietnam War after 1967 ot 1968. During the cold war this
clear double standard that journalists applied toward different types
of government activities was justified — for better ot, in my opinion,
for worse — on grounds of national secutity. It was fueled by an in-
tense anti-Communism that made it “natural” to apply vastly differ-
ent standards to the US. government and its official enemies. But
since the demise of the communist “threat,” this justification for
treating with kid gloves what some call the national secutity state has
evaporated. It was only a matter of time until some principled main-
stream journalists began applying the same standards to the CIA and
the military that they were encouraged to apply to welfare spending
and onerous business regulations.

That moment came in 1996 when the San Jose Mercury News ran
Gary Webb’s exposé on the CIA%s connection to dtug dealing in US.
inner cities. The balance of the media ignored the story, until pres-
sure from the African-American community forced a response. The
main gatekeepers — the New York Times, Washington Post, and Los An-
geles Times — all published attacks on the Mercury News story. After all,
it a story like this was true, it called into question the entire “free
press” that had been asleep at the switch for decades while all of this
was going on. Finally, the Mercury News published a retraction for the
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story and Webb was demoted and uitimately forced to leave the pa-
per. What received little attention, however, was that extensive subse-
quent research effectively supported the thrust of Webb’s allega-
tions, and, indeed, suggested they were only the tip of the iceberg??
Morteover, due to pressure from the congressional Black Caucus, the
CIA agreed to do an internal investigation of Webb’s charges. The
in-house report did not disprove and, indeed, effectively supported
Webb’s claims, acknowledging that the CIA had relations with drug

dealers throughout the ¥98os. Yet, aside from brief mention, the -

not antagonize elite interests. Over time, successful journalists sim-
ply internalize the idea that it is goofy and “unprofessional” to want
to pursuc these controversial stories that cause mostly headaches.?®
In addition, journalists will find it ever more difficult to get the go-
ahead for these types of stories from their editors and bosses. Time

- Warner’s largest shareholder, Ted Tutner, insisted that the CNN

story lacked “evidence to convict.”” In the future, it would seem,
prospective stories on the military and intelligence agencies (or pow-
erful corporations that have the resources to make a counteroffen-

v

6o

Another 1998 incident also reveals this trend. In June Time War-
ner’s CNN formally retracted an investigative story it had run con-
cerning the possible use of sarin, a nerve gas, by the US. military on
deserters in the Vietnam War. Although the exact truth of the story
has yet to be determined, what was striking was how quickly the
CNN executives folded to pressure from the | military-industrial com-
plex A story that took nearly a year to produce, was reviewed by
“scores of CNN officials along the way before being broadcast, and
was the work of several of CNN’s most respected and experienced
producers was shot down in two weeks without the producers hav-
ing a bona fide chance to defend themselves. The producets, April
Oliver and Jack Smith, refused to resign, insisting on the report’s
truth, and were fired. ®* As The Times of India noted, the incident
“raises troubling questions about press freedom” in the United
States. “While U.S. journalists routinely speculate about the crimes
of other governments on the flimsiest of evidence, they are evi-
dently not free to point fingers at their own.”2%

There 1s no reason to believe the corporate news media will re-
verse course and begin directing journalism toward corporate or na-
tional security state activities. In fact, the way these examples from
1998 played out — with journalists fired, demoted, or pressured into
tesignation in every case — almost assures that few journalists will

venture down this path in the future. This is the classical “chilling

effect,” much talked about in First Amendment law when the issue is
government, not corporate, intervention in the affairs of the press.
Journalists who wish to do investigations of corporations or the na-
tional secutity state will have to use all their leverage and then some
to get clearance from their bosses, while they will build up their le-
verage by doing the tried-and-true formula pieces that cost little,
mesh well with the commercial aims of the news operation, and do
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sive) will requir¢ “evidence to convict” before they are even ogpened to
journalistic examination, a preposterous standard. “By this stan-
dard,” April Oliver noted, “there would have been no Watergate,”2

The 1998 incidents also highlight something perhaps even more
insidious, the Iack of any follow-up for critical investigative journal-
ism. For journalism to be effective, a single reporter ot story cannot
be the extent of treatment of an issue. The initial report can only
open up an area of inquiry, into which some other journalists must
pour their attention, unleashing a very healthy journalistic competi-
tion. A good example of how it can work was in Watergate, where
several top journalists followed up the Washington Post revelations
with their own important exposés. In all of the above episodes, how-
ever, there was no follow-up, no echo, so the stoties floundered
while the journalists were flame-broiled. This is now pretty much
standard operating procedure in journalism toward controversial in-
vestigative reporting, especially when the target is 2 powetful cotpo-
tation. Former Washington Post reporter Norman Mintz counted five
major news stortes that were published about corporate malfeasance
in the summer of 1998, but he noted that the stories were rarely re-
ptinted in other media, especially the elite media, and certainly not
investigated any further. The stories died on the vine.”® Moreover, in
1998 journalists themselves, like Howard Kurtz of the Washington
Post, emerged as the ptimary attackers of journalists like Webb, Oli-

_vet, and Smith, “Aggressive reporting always has been risky business,

but most disgusting about recent assaults are not the predictable on-
slaughts of corporate lawyers,” one observer noted, “but the venom
with which other journalists have turned on their colleagues.” As
Daniel Schort put it, “Attack a government agency like the CIA, or a
Fortune 500 member like Chiquita, or the conduct of the military in
Southeast Asia and you find yourself in deep trouble, naked, and of-
ten alone.” In sum, time-consuming and expensive investigative
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journalism looking into subjects that raise any questions about the
ultimate legitimacy of our ruling institutions is not welcome in the
domain of corporate media and the professional journalism it

spawns.

But the drift of journalism to a more explicitly procotrporate posi-
tion is only partially determined by the institutional factors discussed .

heretofore. It also reflects the rightward movement in elite and main-
stream political culture over the past two decades. As commercial

journalism almost always stays within the parameter of mainstream’

in Washington, instrumental in advancing deregulation and
privatizatipn policies.®* “It is curious,” the famous graphic designer
Milton Glaser wrote in 1997, “that after the triumph of capitalism,
Ametican business is embracing the politburo practice of censoring
ideas it deems unacceptable.”?%

The Quashing of Public Debate

6z

opinion, the tenor of journalism has become less conciliatory toward
ideas critical of capitalism and the “free market” and less receptive of
ideas laudatory of social spending, poor people’s social movements,

and regulation of business. I do not wish to exaggerate the range of

mainstream or journalist opinion priot to, say, the 1980s — even at its
best journalism has been fundamentally flawed as a democratic insti-
tution — but nonetheless there has been a notable shift. This right-
ward drift in the political culture is largely due to broad factors, not
the least of which is the aggressive right-wing campaign to tame and
direct ideological discourse since the mid-1g70s. And, of course, a
media system morte closely tuned in to the greatness of the “frec mar-
ket” and the notion that all deviations from the market are dubious at
best setves to reinforce the probusiness thrust of our times.

The evidence of the rightward bias is compelling, Studies of the
soutces and guests used on mainstream news programs like Nightiine

or the MacNeil-Lehrer News Hour show a heavy bias toward conserva- -
tives, with scarcely anyone who would have qualified as a liberal in

the 1960s of 19708, let alone the 194052 Some of the corporate
media owners maintain their journalism holdings not merely to make

profit but also to promote their probusiness, antilabot view of the
world. Rupert Murdoch, fof example, is an outspoken proponent of.

the view that the main problems with the world are the prevalence
of taxation on business and the wealthy, the regulation of business,

government bureaucrats, and labor unions.*? He willingly subsidizes_

the right-wing Weegly Standard to see that those views get a constant
plug before the political elite. As Liberty Media (and former TCI)
CEO John Malone stated, Murdoch would be willing to keep his Fox
News Channel on the air even if it was not profitable because Mur-
doch wants “the political leverage he can get out of being a major

network.”* Both Murdoch and Malone are board members of the
Cato Institute, one of the leading right-wing probusiness think tanks-
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Allowing the detetioration of journalism and broader media cul-
ture makes perfect sense for media owners, but the degree to which
it has been enacted reflects also the absence of organized and coher-
ent public protest about these trends. Until media owners feel some
political heat, they have little reason to alter course. As it is, the domi-
nant mood in the United States is one of resignation and demotral-
ization, not only about media but about other political issues as well.
Even among those who deplore corporate concentration and con-
glomeration, hy] hypercommermahsm and the decline of public service

——— .
e T MO

and journalism, and who regard ‘the social and | pohucai 1mphcat10ns
of these trends as extremely negative, there is a fatalistic sense that
this is the way it must be. After all, /t_}fl\_e,I\J/n\it/\j\edSmua_sﬁ, always has
been, and always will be 2 business-run sodety. .%

But this is not necessarily so. In fact, the nature of the U.S. media
system is the result of a seties of political decisions, not natural law or
holy mandate. Even when media are regulated preponderantly by
markets, it remains, in the end, a political decision to turn them over
to a telative handful of individuals and corporations to maximize
profit. The U.S. media system of the late twentieth century looks
substantially different from the media system of the late nineteenth
century, and it is diametrically opposed to the press system of the
Republic’s first two generations. All modern U.S. media (including
the advertising industry) ate affected directly and indirectly by gov-

.eenment policies, tegulation, and subsidies. Specifically, the develop-

ment of radio and television broadcasting has been and remains the
province of the political system. At any time the American people
might have chosen to establish a truly nonprofit and noncommercial
radio and television system; they have always had the constitutional
tight to do s0.%¢ The seminal law for U.S. broadcasting was the Com-
munications Act of 1934; it was only tecently superseded by the
Telecommunications Act of 1996.
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- What is most notable about media policy making in the United

States is not that it 1s important and that it exists, but, rather, that vir-

tually the entire American population has no idea that it exists and

that they have a right to participate in it. In 1934, for example, there

was considerable opposition to corporate commercial domination
of radio broadcasting, but those who led the opposition had barely

any influence on legislative or regulatory issues in Washington. In

fact, the striking feature of US. media policy making is how singu-

larly undemocratic it has been — and temains. Crucial decisions are

stint of “public setvice.” The list of Murdoch’s lobbyists goes on
and on, seeming to include a who's who of influential lobbyists on
Capitol Hill. In 1998, when Murdoch’s efforts to become a part of
the Primestar satellite TV operation were being stymied by the Jus-
tice Department, he deployed ten lobbyists to work full-time on the

. matter. To top it off, Murdoch is a generous campaign contributor.

He gave nearly $1 million in “soft money” donations between 1991
and mid-1997, all but $75,000 going to the Republicans. But while
Murdoch is an outspoken right-winger, he will do what is necessary
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made by the few for the few behind closed doors. Public participa-
tion has been minuscule, virtually nonexistent.*”

This was not an accident — not in the 19308, and not since. The
primary reason for this lack of public debate has been that the media

and communication industries covered by these laws have unusually -

powerful lobbies that effectively control the debate and impose
boundasies on the “legitimate” range of discussion. The commertcial

broadcasters, as represented by the National Association of Broad--

casters (INAB), have been a powethouse since the 19308 and are
stronger than ever today. The NAB’s lobbying team is so immense, it
is barely noticed that it includes Kimberly Tauzin, daughter of Rep.

Billy Tauzin (Rep., La.), chair of the crucial House Telecommunica--
tions Subcommittee.?*® The most important commercial broadcast-

ers are now part of the giant media conglomerates like GE, Time

Warner, Disney, and News Corporation, which each have their own

lobbying machines. The Wadl Street Journal calls the commetcial broad-

casters the “most powerful lobby in:Washington,” and most othet

analysts place broadcasters in the top ter of influence.? Likewise, -

the other main communication industry trade associations are also
Capitol Hill lobbying powethouses.?™

A look at Rupert Murdoch’s Washington, D.C., lobby provides con--

crete evidence of the corporate media’s political powet. Murdoch’s
lobby had a budget of $850,000 for the first hall of 1997 alone. Tt is -

directed by Peggy Binzel, who had wotked previously for Rep. Jack
Fields, then the chair of the House Telecommunications Subcoms-
mittee, which handles the relevant legislation. Binzel has several staf-
fers, including Maureen O’Connell, a former special counsel at the

FCC. Murdoch also hired Daren Benzi for his lobbying team. Benzi

is a close personal friend of recently retired FCC commissioner

James Quello, the man who at all times championed the interests of

both News Corporation and the commercial broadcasters during his
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" to get his way. In November 1997 Murdoch wrote two checks for

§25 000, one for the Republican Party and one for the Democrats. 2"

And Murdoch is not alone; all the other media and communicatiga——
2 o
[ S, d

giants have similar lobbying arsenals.

The NAB and the other corporate media lobbics ate so strong
not merely because they are rich and give lots of money to politi-
cians’ campaigns, though they are and they do. Far more importantly,
the corporate media control news and access to the media — some-
thing politicians respect even mote than money. This also means the
media are in the enviable position of being able to cover political
debates over their own existence. Consequently, ideas critical of cox-
porate or commercial domination of the media ate basically ver-
boten in the commercial news media, and discussions of key laws
and regulations are restricted to the business pages and the trade
ptess, where they are regarded as issues of importance to investots,
not as public issues of importance to citizens. The last thing the
NAB or the corporate media want is for the American people to get
the crazy idea that they have a right to create whatever type of
broadcasting or media system they desire.

The corporate media also aggressively subsidize a continuing pub-
lic relations offensive to promote the view that they are the natural
democratic stewards of the airwaves and the media, selflessly “giving
the people what they want” and battling to protect the First Amend-

. ment.*”? The extent to which this mythology is accepted or internal-

ized by academics, joutnalists, “libetals,” “progressives,” politicians of
all stripes, and the public at latge is the extent to which public debate
about communication policy making will be nonexistent or tangential.

This does not mean that the NAB or the corporate media always
get their way; it only means they get their way when their conflict is
with the general public. Otherwise, the media lobbies sometimes
battle with cach other and sometimes with other powerful communi-

U.S. MEDIA AT THE DAWN OF THE TWENTY-FERST CENTURY

-

o4



cation lobbies. Indeed, were the media and communication corpora-
tions battles only with the general public, their massive lobbies would
be absurdly unnecessary. The deliberations leading up to the passage
of the Telecommunications Act of 1996 featured battles between
long distance carriers and local telephone companies and between

cable and satellite broadcasters, to mention just a couple. Since 1996 .

these sectors are squaring off before the FCC and the Justice De-
partment; they have serious conflicts as they struggle to obtain the

most favorable regulations in their retated enterprises. For the public,”

lators, these groups are compelled to accept the corporate system as it
is, immutable and all-powerfual. Then, and only then, may they seek
what a liberal at the FCC termed “market friendly” reforms. “Market
friendly” is a euphemism for a reform that will not hurt a firm’s bot-
tom line in any appteciable manner, with all that that suggests about
the range of possibilities. Thete is tremendous pressure on these con-
sumer groups to be regarded as “legitimate” and “realistic”; if they
are not, they will instead be seen as ineffectual and therefore lose their
institutional and foundation funding. And as these inside-the-beltway
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these struggles are not inconsequential. But it is almost an iron law
of modern politics that when the media and communication lobbies
march in lockstep, or when there is no clear opposition to one of
their pet projects, they are very difficult to defeat. Whatever their dis-

agreements, the one thing they all agree upon is that the corporate -
sector should rule US. media and communication to maximize profit -

— and that this precept should not be the subject of debate by Con-
gress ot the general public.

Nor does this mean that dissatisfaction with the effects of corpo-
rate commercial control over media, especially broadcasting, is alto-
gether eliminated. But the discontent is retned in and neutered, con-
signed to being the province of a largely ineffectual “consumer”
special interest group. In that capacity, citizens on rare occasions can
have some impact protesting the worst abuses of monopolistic me-
dia powet, as in 1992 when Congress passed a law limiting the ability
of cable companies to jack up their rates. But such successes happen
rarely, and ate faitly casy for powerful lobbies to circumvent over
time. As two industty observers put it, the cable industry finds “ways
to thwart Congress’s will.”?"* By 1998 cable rates were increasing at
four times the rate of inflation, causing Congress to rattle its sabers

and grumble about such direct and undisguised monopolistic attacks .
upon voters” wallets. But in the end Congress produced “a lot of .
smoke and not much fire.”*”* (It should be noted that Congress usu- -

ally pays more attention to such inequities duting election years.)?
At no time, however, are citizens invited to ponder an issue like cable
television, for example, from the perspective of being citizens rather

than mere couch potatoes.

Thete have long been numerous otganized “public interest”
groups working to weigh in on the public’s behalf — as citizens, not
just as consumers — and to influence media legislation and regulation
in Washington. In order to be taken setiously by legislators and regu-
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reformers gravitate to minor and largely inconsequential “market
friendly” reform proposals, any hope of inspiting popular enthusiasm
and widespread support for media reform is sacrificed. If these are
the “solutions,” a citizen would be right to conclude, this must not be
much of a problem. But dealing with the citizenty is not much of a
concern for these reformers, as they receive virtually no press covet-
age and have negligible support among the general population, which
is latgely unaware of their existence.

In the 1960s and 1970s these public interest activities achicved a
modicum of success. By the 1990s, however, with the advent of the
free market theology as reigning civic religion and the collapse of
even modetately progressive politics, they have less leverage than
ever before. Their only hope for success is to pick the strongest side
in a conflict between corporate communication sectors or firms,
hoping thereby to get a few crumbs tossed theit way from the victor.
So it was in 1998 that civil rights and media activists worked with
Rupert Murdoch on his proposal to let his Fox group increase the
percentage of the nation its television stations cover to 45 percent,
above the legal limit of 35 percent. Maintaining a strict 35 percent
maximum coverage level for television station owners is actually en-
dorsed by the NAB, since all but the five or six giants who ate at the
35 percent level would find it ever more difficult to compete with the
glants were they permitted to grow even larger. In exchange for get-
ting this concession by the FCC, Murdoch would donate up to $150

million to a fund that would suppott minority investment in broad-

cast stations.?”” That media reformers are reduced to this level is in
many respects tragic, because some of these groups, like the Media
Access Project and the Citizens for Media Education, are run by very
smart, talented, and dedicated democratic activists.

With all this in mind, the bankruptey of U.S, regulation of com-
metcial broadcasting makes perfect sense. In theory, commercial

U.S. MEDEA AT THE DAWN OF THE TWENTY-FIRST CENTURY



broadcasters receive their access to the publicly owned spectrum at no

charge because they provide a public service, namely, they do things
that they would not do if they were solely interested in maximizing -

profit. And broadcast regulation can provide an important way for a
nation to establish public service values in the commercial portion of
the broadcast system. The operating logic has been that for-profit
broadcasters supported by advertising will tend to concentrate on
light entertainment fare regardless of the social value. Since broad-
casting plays such a dominant role in a nation’s media culture, and

within the letter and spirit of the law. In 1994, for example, a pro-

osed F'CC 1nvestigation into Rupert Murdoch’s broadcast empire
was dropped when Murdoch’s good friend Rep. Jack Fields, the rank-
ing Republican on the relevant House committee, threatened to con-
duct a “top-to-bottom review” of the FCC if it proceeded with its
investigation.””® Most recently, sparks flew when new FCC chair Wil-
liam Kennard had the temerity to suggest that commercial broad-
casters should be required to provide free airtime for political candi-
dates. With US. electoral politics wallowing in an almost universally

since broadcasters are licensed to use scarce channels, the publichas a
right to demand that commercial broadcasters do that which is so-
cially valuable but would not be commercially attractive otherwise,
Perhaps the best example of effective public regufation of commer-
cial broadcasters has been in Britain, where until recently the commer-
cial broadcasters were held to standards similar to those of the BBC.
Some observers argue that at times the British commercial broadcast-
ers were in fact providing a superior public service to the BBC.

U.S. broadcast regulation has never been even close to the British
standard. Very early in the FCC’s existence, it internalized the notion
that it had to assure the profitability of the industry it was regulating
before it could make public service demands; such a dynamic meant
that public service demands were by definition limited and easily un-
dermined or quashed by the commercial interests. This process was
encouraged by the extraordinary political and economic power of
the commercial broadcasters. As such, the regulation of the US.
broadcasting industry has been an abject failure. In many respects

the FCC has become the classic example of what is called the “cap- E

tive” regulatory agency, FCC members and officials sometimes come
from the commercial broadcasting industry and often go there for
hucrative employment after their stints in “public service.”

This is hardly some sort of conspiracy. Periodically, a maverick |

gets on the FCC who might want to press the issue of public service.

Usually even the mavericks ate harmless enough and are permitted

to blow off enough steam to get a job teaching at a university once
their FCC stint is completed, like 1960s rebel Nicholas Johnson.
Sometimes they actually propose a public service requirement that
might appreciably affect the bottom line. In cases like these, the
broadcasters can use their leverage with key members of Congress
to force the maverick to back down and to leave controverstal mat-
ters to “elected officials,” even though the reforms are invatiably
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recognized spending crisis that tends to limit involvement to the su-
per-rich and those who represent the super-rich, Kennard argued
that it was absurd for candidates to have to pay for TV commercials
— some $500 million in 1998 — to commercial broadcasters to have
access to the public airwaves.*”” Kennard backed down from this at-
tack on the broadcast industry’s biannual cash cow when members
of Congtress told the FCC to do so or face full hearings on whether
the FCC deserves to remain in existence.® Likewise, when Kennard
suggested that the FCC might want to roll back some of its own
mandated deregulation that had permitted concentrated radio and
TV station ownetship, the NAB’s friends on Capitol Hill announced
that it might be time again for congressional heatings on whether the
FCC was “overstepping its bounds.”?!

For the most part, then, the FCC’s notion of regulation owes
more to its support of the commercial interests than to its being the
public’s watchdog of their activities. The commercial broadcasters
have become de facto owners of the public aitwaves, and challenges
to broadcast licenses on the grounds that a commercial broadcaster
has failed to provide a public service are virtually impossible to win.
In 1998, for example, the FCC rejected a license challenge in Denver,
despite evidence that the Denvet stations had provided appalling
trivia and violence-laden news, with virtually no local public affairs

coverage.” If there is no viable threat that a station-owner might

lose its license if it fails to provide a public service, or if such failure

is not otherwise sevetely punished, thete can be no meaningful en-
forcement standards for public service on commercial broadcasters.

Yet even in this barren landscape there has been a clear devolution
of how commetcial broadcasters can fulfill their commitment to
public service. In the 1920s, for example, it was widely accepted that
radio broadcasting could not provide a public service at all if its pri-
maty means of support came through advertising?®* When the Com-
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munications Act of 1934 was passed, creating the FCC, commercial
broadcasters fulfilled their public service obligations with what were

called “sustaining” programs, meaning shows that had no advertis-
ers. At one time, sustaining shows occupied as much as 40 percent _
of the schedule (most of it during periods which advertisers ex-
pressed no interest in purchasing). When advertisers finally came to
putchase the entire day, public service programming “ghettos™ were
established — late at night and very early in the morning, and espe-
cially on weekends. The quality of these programs tended to be so

with “V-chips,” so that parents could ostensibly block out sexual and
violent fate from their children, or themselves®” A similar reform,
following congtessional pressure, has been to have music CDs rated
for the nature of their content and to have television programs rated
on-screen to alett viewers to the nature of the content, like the film
rating system used for decades. As Professor George Gerbner, one
of the leading communication scholars of the late twentieth century,
commented, “the movie style rating system is an uninformative
scheme that deceives the public and protects the industry from par-

deploraple that hardly anyone could advocate their continuation, and
commercial broadcasters were able to have the regulations relaxed.
Even mote importantly, they were able to gain approval for the idea
that public service programs could include advertising.

By the 1990s, public service on commercial television had been
T e )

reduced to the occasional do- gooder pubhc serwce announcement

SN e oo

(PSA) from the Advertlsmg Councﬂ a pubhc relations group under-

broadcasters have fought to limit thelr commitment to what has re-
mained of public service. In 1997 the NAB argued that its members
could run fewer PSAs because they wete running so many commer-
cial advertisements with public service messages, like Budweiser’s -
“Know When to Say When” campaign.” That same year the com- -
merctal networks insisted that the Advertising Council tailor spots
that would feature each network’s stars, so the PSAs would promote
not only safe sex or moderate drinking but also the network’s up-
coming shows. At first the Advertising Council protested this distor-
tion of public service, but eventually it caved in.® “We’re going
backwards in terms of media opportunity,” Ruth Wooden, the Ad
Council president, stated in 1998. In addition to promoting media
fare in Ad Council PSAs, Wooden has begun to link nonprofit
groups to corporate marketers, so advertsers will sponsor PSAs for
nonprofit groups and causes. These PSAs will, of course, also men-
tion the corporate sponsor. “Good nonprofits have great credibility
and ruboff value” for advertisers, Wooden enthuses. “Talk about
brands!”* Notions of public service in U.S. commercial broadcast--
ing may have never been sublime, but by now they have certainly
become ridiculous.

The plight of U.S. public interest media lobbyists becomes even
clearer when one looks at what has now come to constitute a “vic-
tory” for them. In 1998, US. television sets began to be equipped
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ents rather than the other way around.” Gerbner, who attended the
TV industry meetings with educators to determine a ratings format
in 1997 and 1998, saw the meetings as little more than a public rela-
tions ruse. The ratings system, he wrote, was “patched up and ram-
med down the public’s throat.”?* In all these teforms the corporate
control and commercial marination of the industry is sacrosanct; the
onus falls on “consumers” to avoid the lousy shows. As Gerbner
points out, the amounts of violence and of alcohol advertising will
not be lessened. What cannot be broached, however, is why do we
have a media system that produces so little of value and so much
that is garbage?

Perhaps the greatest recent victory of the inside-the-beltway me-
dia public interest lobbyists came in 1996 when, after yearts of lobby-
ing in one form or another, the FCC instituted a new policy whereby
commercial television networks were required to begin doing three
hours of children’s educational programming per week, starting in
September 1997. This sounds like a dramatic gain, until one realizes
that these three hours of kids™ TV are advertising-supported and de-
termined by the same business minds that created the current mon-
strosity that 1s commercial children’s television. Those conditions
were nonnegotiable from the get-go. The Wal/ Street Journal observed
that many advertising agencies regarded the deal for “educational”
children’s television as providing a “marketing bonanza” for Madi-
son Avenue, which is always on the lookout for new ways to round
up the “littlest consumers.” One advertiser targeting the children’s
market enthused that the FCC’s educational TV requitement would
mean that “advertisers will take a bigger role in co-producing TV
shows.””28

The eatly returns on the FCC’s new educational kids® deal range
from proponents claiming it makes the best of a bad situation to
critics who view it as an outtight farce. CBS, for example, simply in-

U.5. MEDIA AT THE DAWN OF THE TWENTY-FIRST CENTURY

71




formed all of its children’s shows that they were now “educational”

programs. “Weird” Al Yankovic expressed surprise, for example, -
when notified that his program qualified as meeting the CBS educa-

tional standards.*® The striking tendency has been to co-promote
“educational” programs with commercial partners, who use the
shows as a means to “brand” with the youth market.®! Two of the

most publicized shows established to meet the new “educational”

requirement, for example, are The Sporits Wlustrated for Kids Show and
Home Depot’s Homers Workshop. Both of these wete thinly veiled

FCC to hold advisory hearings after the law had been passed. Two
of the three FCC members responsible for the heatings told the
NAB in advance that there was no way they would approve the idea.
The hearings wete held without any publicity in the autumn of 1934
and were flooded with material generated by the NAB, Some of the
most ptincipled activists for public service broadcasting refused to
patticipate, of else made token appearances simply so they could
protest the kangaroo court nature of the proceedings. Afterwards —
to no one’s surprise — the FCC reported that commercial broadcast-

cIforts to establish brand fiames on youth television undér the Talse

colors of “public service.”#? Fox’s solution to the problem was to

purchase The Magic Schoo! Bus (an award-winning series) from PBS,
Now the school bus travels with a full complement of commercial -

advertisements,®” “Despite the three-hour rule,” the Children’s Tele-

vision Workshop CEO noted in 1998, “we don’t see a lot of heavy -
demand [by broadcasters] for real educational programming”®* In-

deed, in 1998 the Annenbetg Public Policy Centet’s third annual as-
sessment of children’s programming concluded that, despite the
FCC three-hour rule, the educational quality of children’s TV shows
continues to decline.**

Although the communication lobbies have successfully neutered
any and all political challenges to theit control over broadcasting and
the media, the legislative process makes it impossible to keep the pub-
lic entirely shut out. During those rare instances in which Congress is

considering legislation for the overall tegulation of broadcasting and

communication, it is customary that there be congressional commit-

tee heatings on what the public interest is and how it might be served
by the proposed legislation. Hence in 1934 and again in the mid-1990s

the great fear of the NAB was that these hearings might generate
publicity and provoke formerly uninterested Ameticans into a new-

found interest in media policy. The industry’s goal on both occasions

was to push to get the laws passed without any congressional debate,
leaving the “controversial” matters to be discussed behind closed
doors at the FCC or some othet toothless advisory body — in other
words, out of the “glare” of public attention.

In 1934, as I discuss in chapter 4, there was an otganized cam-
paign to have a significant sector (25 percent) of U.S. radio broad-
casting channels turned over to nonprofit organizations. The NAB

managed to get the relevant congressional committee to reject the -

idea of discussing the matter itself and, instead, to authotize the new
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ing was doing a superiot job of meeting the public interest and that
nonprofit broadcasting was unnecessary.?’

It will seem tragic or comical, depending upon one’s mood and
perspective, that these sham heatings of 1934 were the only instance of
a formal public deliberation on the matter of who should oswn and control broad-
casting in the United States and for what purpose it shonld be conducted. This is
a “deliberative process” worthy of the old Soviet Union or the type
of corrupt police state exemplified by Suhatto’s Indonesia or Mobu-
tu’s Zaite.

In 1996 there was nowhere near the organized opposition to cor-
porate commercial broadcasting that existed in 1934, but the NAB
wanted to leave nothing to chance. Just as the emergence of radio
broadcasting had demanded a new federal code, so now the emer-
gence of digital technologies necessitated a new statute to accommo-
date the convergence of communication industries. Once momen-
tum built for a new law by the early and middle 199os, cach of the
corporate sectors wanted to get the best deal it could, but none
wanted the law to linger in Congress, risking public notice. Just weeks
before the law was passed, most observers predicted that due to se-
vere fights between the vatious corporate interests, it would be im-
possible to get the bill through. But the communication lobbies all
decided to bury the hatchet, and they pushed the law through at
breakneck speed. The last thing the communication cotporations
would want was to have this remain a live issue through a presidential
clection, especially with a gadfly like Ross Petot capable of piping up
about the type of corporate welfate and special-interest politics this
law exemplified. In the 1992 presidential campaign, Perot had thrown
a monkey wrench into the best-laid bipartisan plans to sneak NAFTA
and GATT through Congress by raising a stink about the issue.

The wording of the Telecommunications Act of 1996 is accord-
ingly void of detail on many issues, for these are matters to be deter-
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mined down the toad by the FCC and others. The core premise of
the bill was to eliminate testrictions on firms moving into othet com-
munication areas — for example, phone companies moving into
cable television and vice versa, or long distance phone companies

moving into local service and vice versa — and then to eliminate as

many regulations as possible on these {itms’ behavior. A few crumbs

were tossed to “special interest” groups like schools and hospitals,

but only when they didn’t interfere with the probusiness thrust of

the legislation.

dustries. E:T}}E E%‘E«E?_%g\% the Wall Street Journal noted in its 1998
evaluation of the Telecommunications Act, “has overwhelmed the
compulsion'to compete.”* There are now four regional telephone
companies instead of the seven Baby Bells of pre-Telecom Act
days. MCI was sold to WortldCom and the trend in telecommunica-
tions is toward more mergers, acquisitions, and market concentra-
tion. And so on.

The effects of the Telecommunications Act on media were evi-
dent in the discussion of the contemporary media market earlier in
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Proponents of the Telecommunications Act promised that de-
regulation would lead to genuine market competition, the result be-
ing much better service and lower prices. Market forces would serve
the consumer where regulation had failed. The notion that the bill
had something to do with encouraging actual competition was of
course a public relations ploy designed to mask the nature of capital-
ism and conceal how these markets actually work. Had this bill been
structured to establish competitive industties, the cotpotrate commu-
nication lobbyists who pushed for the bill — and who, it is ramored,
actually wrote portions of it — would have never let it see the light
of day. There may well be some Increased competition as a result of
the law in some markets; but the end result will certainly be tightly
controlled oligopolistic markets. No sane firm would ever make a
multibillion dollar investment to enter a new area unless it thought
the result would be that it would be a member in good standing in a
mature oligopoly with high bartiers to entry to protect the firm’s and

the industry’s profitability. Indeed, when more than a few firms ook -

like viable players in commugnication markets, Wall Street ordinarily
calls for a “shakeout” to establish a mote profitable semimonopo-
listic market.?’

Unless they think they are?operating from a position of such

strength that they can deliver punishing blows to the competition,
the most rational move for these firms when considering new mar-

kets is to merge and/or to establish joint ventures. They thereby

sacrifice some potential market share, but they seriously reduce risk
and competition. Thus the precepts of the Robber Barons live on. In
the immortal words of Rupert Murdoch, “We can join forces now,
. ot we can kill each other and then join forces.””® And the relaxation
of restrictions on ownership in the Telecommunications Act — os-
Z tensibly to encourage competition — has led instead to a massive
%

wave of corporate consolidation throughout the communication in-
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the chapter. " The 1996 Telecommunications Act,” the Economist notes
with understatement, “has served the media companies well.”* One
trade publication observes that the Telecommunications Act of 1996
has “fueled a consolidation so profound that even insiders are sur-
prised by its magnitade.”™"

The one media sector most thoroughly overturned by the Tele-
communications Act has been radio broadcasting. The Telecommu-
nications Act relaxed ownership resttictions so that a single firm can
own up to eight stations in a single matket. In the twenty months
following enactment of the new law, there has been the equivalent
of an Oklahoma land rush as small chains have been acquited by
middle-sized chains, and middle-sized chains have been gobbled up
by the few massive giants who have come to dominate the national
industry. Since 1996 some one-half of the nation’s eleven thousand
radio stations changed hands, and there wete over one thousand ra-
dio firm mergers. 3

Deregulation has made it possible for giant radio firms to establish
“superopolies” that control enough of a market to compete with tele-
vision and newspapers for advertisers.”® This sort of consolidation
also permits the giant chains to reduce labor costs by “down-sizing”
their editorial and sales staffs and coordinating programming from
national headquarters. According to .Advertising Age, by September
1997 in each of the fifty largest matkets, three firms controlled over

5o percent of the radio ad revenues. And in twenty-three of the top

fifty markets, three companies controlled mote than 8o percent of the
ad revenues.*™ In each of the thirty largest U.S. markets, the largest ra-
dio-station-owning firm controls around 4o percent of the radio rev-
enues.”™ Four rapidly growing chains, including Hicks Muse, account
for over 33 percent of the industry’s almost $14 billion in anaual rev-
enues.”™ CBS, formetly Westinghouse, ranks as one of the four na-
tional leaders with 175 stations, predominately in the fifteen largest
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markets, where it has “maxed out” to the new legal limit*”” As the
Wiall Street Journal puts it, these deals “have given a handful of compa-
nies a lock on the airwaves in the nation’s big cities””®

When one ponders these developments in radio, the implications
for media of the Telecommunications Act of 1996 become more
starkly evident. Relative to television and othet media technologies,
radio Is inexpensive for both broadcasters and consumers. It is also
ideally suited for local control and community service. Yet radio has
been transformed into a engine for superprofits — with greatet re-

eration, and hypercommercialism. The notion of public service —
that there should be some motive for media other than profit —is in
rapid retreat if not total collapse. The public is regarded not as a
democratic polity but simply as 2 mass of consumers. Public debate
over the future of media and communication has been effectively
eliminated by powerful and arrogant corporate media, which meta-
phorically floss their teeth with politicians’ underpants. It is, in short,
a system set up to serve the needs of a handful of wealthy investors,
corporate managers, and corporate advertisers. Its most important

turns than any other media sector — for a small handful of fitmsso
that they can convert radio broadcasting into the most efficient con-
duit possible for advertising. As one Wall Street analyst put it, “we’re
not sure what radio could do for an encore.” Another called the 1998
U.S. radio industry “the best of all worlds today.”” Yet another Wall
Street analyst enthused, “Nobody knows how big these companies
can get, That plays very well [on Wall Street].”® Across the nation,
these giant chains use their market power to slash costs, providing
the same handful of formats with only a token nod to the actual lo-
calities in which the stations broadcast. On Wall Streert, the corporate
consolidadon of radio is praised as a smash success, but by any other
standard this brave new world is an abject failure 1

And worse may be on the way. One leading “industry guru” pre-
dicted eatly in 1998 that a similar consolidation would scon take
place in TV staton ownership, as the FCC extends the relaxation of
ownership restrictions in accord with the 1996 Telecommunications
Act”'! The leading station-owning company not associated with a
network — the Sinclair broadcast group — plans to more than double
its number of stations to over one hundred by 2000. Like the new
radio giants, Sinclait’s recipe for profit is slashing costs to the bone

and giving the advettisers what they want.*'> One media researcher

projects that the number of TV station owners will fall from 658 in
1994 to around one hundred by 2000 or 2co1. And, as in radio, a
small handful, all but one or two owned by first-tier media glants, will
dominate the twenty-five to fifty largest markets 33

Conclusion

The clear trajectory of our media and communication wotld

tends toward ever-greater corporate concentration, media conglom-
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custoimners are atffuent consumets hailing from the upper and upper-
middle classes. The system serves the general public to the extent
that it strengthens and does not undermine these primary relation-
ships. Needless to say, the implications for democracy of this con-
centrated, conglomerated, and hypercommercialized media are en-
tirely negative. By the logic of my atgument, the solution to the
current problem of U.S. media demands political debate and struc-
tural reform. But before we turn to that topic there is much else to
discuss.
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the past thirty yeats, media and communication more broadly have
become a much more significant sector for business activity.? And this
is just the beginning. As Ira Magaziner, the Clinton administration’s
Internet policy adviser putit in 1998, wotldwide electronic commerce
will be “the primary economic driver over the next 25 years.”?

The r1se to dorp;nance of the global commercial media system is

NOMmIC mamﬁ, it also has clear implications for me-

“Jia content, politics, and culture. In many ways the emerging global
media system is an extension of the US. system described in chapter

By the end of the 1990s a major tutning point
was teached in the realm of media. Whereas media systems had been
primatily #ational before the 1990s, 2 ghbal commercial media market
has emerged fu]l force by the dawn of the twenty-first century. “What

you are seeing,” states Chnstopher Dixon, director of media research
fot the stockbroker PaineWebber, “is the creation of a global oligop-
oly. It happened to the oil and automotive industries eatlier this cen-
tuty; now it is happening to the entertainment industry””! In the past,
to understand any nation’s media situation, one first had to under-
stand the local and national media and then determine whete the glo-
bal market — which largely meant imports and exports of films, TV

shows, books, and music — fit in. Today one must first grasp the na-

ture and logic of the global con}mercml system and then determ}ne

how local and national media deyiate from the overall system. "The rise
7 of a global commercial media system is closely linked to the rise of a
(\_fit,,m» L s1gmﬁcandy more 1ntegrated “neohberal” global capltahst €Cconomiic

/ ,,/:_f"
o

I

o l\ thﬂS of global capltahsrn — the World Trade Orgamsanon (WTO),
uf(f-—“’i s the World Bank, the International Monetary Fund (IMF) — as well as
[ those governments, including that of the United States, that advance

- the intetests of transnational corporations (TNCs). Moreover, during

A

b AT

1, and its culture shares many of the attributes of the US. hypercom-
mercial media system. This makes sense, as the firms that dominate
U.S. media also dominate the global system and the system operates
on the same profit maximizing logic. But there are also some impor-
tant distinctions. On the one hand, a number of new firms enter the
picture as one turns to the global system. On the other hand, and
mote important, a number of new political and social factors enter
the discussion. There are scores of governments, and regional and
international organizations that have a say in the regulation of media
and communication. There are also a myriad of languages and cul-
tures, which makes establishing a global version of the “U.S. system”
quite difficult. But even if the U.S. media system and culture will not
be punch-pressed onto the globe, the trajectory is toward vastly
greater integration, based on commercial terms and dominated by a
handful of transnational media conglomerates.

In this chapter I briefly chronicle the rise of the global media sys-
tem and its core attributes. It is a system dominated by fewer then
ten global TNCs, with another four or five dozen firms filling out
regional and niche markets. I examine the activitics and holdings of
the three most important global media firms — Time Warner, Dis-

ney, and News Corporation — in detail. I then consider what the rise

of the global media means for tradmona | notions of cultural i imperi-

@1;75711_1_, and for culture and journalism writ large. In my view, the gen-

eral thrust of the global commercial media system is quite negative
— assuming one wishes to preserve and promote institutions and
values that are conductve to meanjngful seif—govemment Such a glo—

hbea\w democracy, that 1s a pohﬂcal system based on the formal

™o i
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mamtamed in the hands of the wealthy few
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The Rise of the Global Media System

The global markets for film production, TV show production,
book publishing, and recorded music have been oligopolistic mar-

kets throughout much of their existence. Although there are impor-

tant domestic companies in many of these industries, the global ex-
port market is the province of a handful of mostly US.-owned or
US.-based firms. These not only remain important matkets but are
also tending to grow faster than the global economy. The motion

market.!! Neoliberal “free market” policies have opened up ownet-
ship of stations as well as cable and satellite systems to private and
transnational interests. As the Wall Street Journal notes, “the cable
colonialists continue to press on in Hurope, Asia and Latin America,
hetting on long-term profit.””** Likewise, the largest media TNCs are
invatiably among the main players in efforts to establish digital satel-
lite TV systems to serve regional and national markets.!®

Television also is rapidly coming to play the same sort of domi-
nant cultural role in Burope, Asta, and worldwide that it has played in

picture and 1V Show produciion industries are absolutely booming
at the global level.* The major film studios and US. TV show pro-
duction companies (usually the same firms) now generate between
s and 6o percent of their revenues outside the United States.® A key
factor that makes these global oligopolies neatly impenetrable to
newcomers is the extent of their distribution systems.® The rational
choice for someone wishing to enter this market is either to buy one
of the existing giants of, if one does not have a spare $1o or $20 bil-
lion of does not wish to spend it, to set up as an “independent” and
forge a link with one of the existing giants.” The global film industry
is the province of seven firms, all of which are part of larger media
conglomerates. Likewise, the global music industry is dominated by
five firms, all but one of which (EMI) are part of larger media
TNCs.? These five music glants earn 7o percent of their revenues
outside of the United States.”

What distinguishes the emetging global media system is not
transnational control over exported media content, however, so
much as increasing TNC control over media distribution and con-
tent within nations. Prior to the 1980s and 1990s, national media Sys-
tems wete typified by nationally owned radio and television systems,

as well as domestic newspaper ihdustties. Newspaper publishing re- -

mains a largely national phenomenon, but the face of television has
changed almost beyond recognition. The tise of cable and satellite

technology has opened up national markets to scores of new chan-

nels and revenue streams. The major Hollywood studios — all part
of global media conglomerates — expect to generate $11 billion
alone in 2002 for global TV rights to their film libraries, up from $7
billion in 1998." Mote important, the primary providers of these
channels are the media TNCs that dominate cable television channel
ownetship in the United States and have aggressively established nu-
metous global editions of their channels to accommodate the new
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the United Statésfor two of three generations. After reviewing the
most tecent résearch, one observer noted in early 1998: “Eutope
hasn’t caught up to American TV consumption levels, but Europe-
ans are spending more time than ever watching television.”'* In 1997
French children aged four to ten years old watched on average neatly
two hours of television per day, up 1o percent from the previous
high in 1996; but this remains only one-half the amount of TV
watching for children in the United States, "

the global ﬁgpj@ggﬁtmgglmcal economy becomes espec1ally clear in

two ways. Lirst, as suggested above, the global media system is the

direc result of the sort of “neoliberal” dere

LA

_agreements (g: 2, NAFTA and GAT'T) that have helped to form glo-

bal rnagkets for soods and segvices. (It is worth noting o that the actual

negotiations surrounding communication issues in these interna-
tional trade agreements are so complex, and the language employed
in the deals is so technical and legalistic, that one expert estimates
that no more than a few dozen people in the entire wotld — mostly
lawyers — can intelligibly explain the medta and cultural terms they
include. A less inclusive discourse over global media policy would be
difficult to imagine.)!s At the global level, for example, the WTO
tuled in 1997 that Canada could not prohibit Time Warner’s Sporis
Llnstrated from distributing a Canadian edition of the magazine." In
Australia, for another example, the High Coutt ruled against the le-
gality of Australian domestic media content quotas in April 1998,
stating that “international treaty obligations overtide the national
cultural objectives in the Broadcasting Services Act.”*®

Although there 1s considerable pressure for open media markets,
this is a sensitive area. There ate strong traditions of protection for
domestic media and cultural industties. Nations ranging from Not-
way, Denmark, and Spain to Mexico, South Africa, and South Korea,
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for example, have government subsidies to keep alive their small do-
mestic film production industries.”” Over the coming years it is likely
that there will be petiodic setbacks to the drive to establish an open
global media market. In the summer of 1998 culture ministers from -
twenty nations, including Brazil, Mexico, Sweden, Italy, and Ivory
Coast, met in Ottawa to discuss how they could “build some ground
rules” to protect their cultural fare from “the Hollywood jugger-

naut.”’ Their main recommendation was to keep culture out of the
control of the WTO* A similar 1998 gathering sponsored by the

waat the EU to advance their interests in the same way the US. gov-
ernment invariably lobbies and pushes for the interests of its media
TNCs.” In 1998, for example, the EC officially moved to break up
the Buropean distribution company co-owned by Viacom, Seagram,
and MGM--United Artists, arguing that it gave US. film producers
too much ability to overwhelm potential European competitors.?
The EU and EC also see their mission as encouraging more com-
petitive media markets between Huropean firms.” Pressutre from the
EU Competition Commission was a factor in derailing the prospec-
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Uniited Nations i Stockliclm fecommended that calture be granted
special exemptions in global trade deals.? In India, in 1998, a court
issued an atrest warrant for Rupert Murdoch for failing to appear in
court to defend himself on the charge that his Star TV satellite ser-
vice broadcast “obscene and vulgar” movies.??

Nevertheless, the trend is clearly in the direction of opening mar-
kets to TNC penetration. Neoliberal forces in every country argue
that cultural trade bartiets and regulations harm consumers, and that
subsidies even inhibit the ability of nations to develop their own
competitive media firms.” There are often strong commercial media
lobbies within nations that perceive they have mote to gain by open-
ing up their borders than by maintaining trade battiers. In 1998, for
example, when the British government proposed a voluntary levy on
film theater revenues (mostly Hollywood films) to provide a subsidy
for the British commercial film industry, the British commercial
broadeasters reacted warily, not wishing to antagonize their crucial
suppliers.** In November 1998 the British government declared the
proposal dead after lobbying pressure from British commercial
broadcasters.?

The European Union (EU) and European Commission (EC) pro-
vide an excellent case study of the movement of media policy mak- -
ing toward a largely procommercial position, and of the complexities
involved in such a position. Historically, European nations have en-
joyed prominent and well-financed national public broadcasters as
well as a variety of other mechanisms to ptotect and promote do-
mestic cultural production. The EU and EC ate scarcely commis-
sioned to advance the interests of US.-based media TNCs, but they
are devoted to establishing strong Eutopean firms and a regional
open commercial market. “If the Eutopean market doesn’t become
a single market,” an Ttalian film ditector stated, “there’s no way it can
compete against America.”*® The powerful Buropean media giants
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tive merger betweeil Reed Elsevier and Wolters Kluwer in 1998.%
Accomplishing competitive markets, while helping build strong pan-
European firms, sometimes produces conflict, as in 1998 when the
EU opposed the efforts of Bertelsmann and Kirch to merge their
German digital TV operations. In this case, some voices in the Euro-
pean business community argued that the EU was undermining the
“emergence of a strong Buropean business.””? But the EU and EC,
like regulators everywhere, are less likely to act on behalf of the pub-
lic interest if it is aligned against the entirety of the business commu-
nity. So it was with the Bertelsmann-Kirch deal — the dominant Eu-
ropean media groups as well as Rupert Murdoch were urging the EU
to block the merger, since they all wanted to have a shot at the Get-
man TV market as well.”? Bertelsmann, too, was rumored not to be
displeased that the deal was kiboshed, as it cripples the debt-laden
Kirch and leaves Bertelsmann with an even bettet chance of domi-
nating German digital television — all by itself.?

The nature of the EU system’s media policies and values were re-
vealed in several other developments in the late 1990s. To address
the concern that 11.5.-based media firms would quickly overwhelm
Europe unless regulations to protect Huropean content wete en-
acted, the EU nearly passed a law in 1997 requiring that so percent
of TV content be European-made. This drive fell short after a “fero-
cious” lobbying campaign by the largest European media interests,
who are linked with U.S. media firms and dependent upon U.S. fare.
Eventually the wording of the law was watered down to become vit-
tually meaningless.*® The EU system has been more effective in
spreading commercial values; on two occastons in 1997 the Huro-
pean Court of Justice ruled that member states could not prohibit
cable TV channels that featured advertising aimed at children, even
though this violated national statutes.”® Even when, in response to
massive pressure from health authorities and educators, the EU
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banned tobacco advertising and sports sponsorship in 1998, there
was a reasonabie chance the law could be overturned by the Euro-
pean Courts of Justice.*

Increasingly lost in the shuffle are the fates of European public
broadcasters. As the political power of public broadcasters recedes

in Europe, the market-oriented EU and EC find the traditional no- '

tion of public service media, meaning nonprofit media with public
subsidy, something of a square peg By 1998, for example, a coalition
of Buropean commercial broadcasters and publishers were lobbying

owned by Dow Jones and General Electric.* And there is a wotld of
room for growth, especially in comparison to the stable U.S. matket.
In 1999, the United States still accounted for neatly one-half of the
wortld’s approximately $435 billion in advertising.* Even in the devel-

“oped matkets of western Eusope, for example, most nations still

spend no more than one-half the US. amount on advertising per
capita, so there remains considerable growth potential.* Were Euro-
pean nations, not to mention the rest of the world, ever to approach
the US. level of between 2.1 and 2.4 percent of the GDP going to-

fiie B U to stop state subsidies of public broadcasters, whei the pub-
lic broadcasters were using the funds to enter into commercial televi-
sion ventutes.®” (I will discuss this tension and what it means for
public service broadcasting in greater length in chapter 5.) An indica-
tion of the shifting terrain of European policy making came in June
1997 when the European Summit found it necessary to include a
protocol to the EU treaty formally acknowledging that public service
broadcasters had a right to exist.*® A generation earlier such a proto-
col would have been considered not just unnecessary but absurd.

Advertising is the second way that the global media system is

linked to the global market economy. Advettising is conducted dis-
proportionately by the largest firms in the wotld, and it is a major
weapon in the struggle to establish new matkets. The top ten global
advertisers alone accounted for some 75 percent of the $36 billion
spent by the one hundred largest global marketets in 1997.%° For
major firms like Procter & Gamble and Nike, global advertising is a
vitally important aspect of their campaigns to maintain strong
growth rates.* In conjunction with the “globalization” of the econ-
omy, advertising has grown globally at a rate greater than GDP
growth in the 1990s.* The most rapid growth has been in Europe,
Latin America, and especially:East Asia, although the economic
collapse of the late 1990s has slowed what had earlier been charac-
terized as “torrid ad growth.”** Advertising in China is growing at

annual rates of 40 to 5o percent inn the 1990s, and the singularly im-

portant sector of TV advertising is expected to continue to grow at
that rate, at least, with the advent of sophisticated audience research
that now delivers vital demographic data to advertisers, especially
TNC advertisers.*”?

It is this TNC advertising that has fueled the tise of commercial
television across the world, accounting, for example, for over one-
half the advertising on the ABN-CNBC Asia network, which is co-
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ward adverusing — where it has fluctuated for decades — the global
media industry would see an almost exponential increase in its rev-
enues.”’” As it is, Buropean commercial television is growing at more
than a 1o percent annual rate, twice the U.S, average.*®

The advertising agency business itself has consolidated dramati-
cally on a global basis in the 1990s, in patt to better deal with the glo-
balization of product markets and also to better address the plethora
of commercial media emerging to serve advertisers. The largest ad-
vertising organizations now include several major brand agencies
and countless smaller formerly independent agencies in nations
around the world. The largest ad organization, Omnicom (1997 rev-
enues: $4.2 billion), has fourteen major agencies in its portfolio, in-
cluding BBDO Wortldwide and DDB Needham Wortldwide.®
Omnicom dominates the global advertising agency industry along
with two other massive giants — WPP Group (1997 revenues: $3.6
billion}, and Interpublic Group (1997 revenues: $3.4 billion). They
have a combined income greater than that of the ad organizations
ranked fourth through fourteenth; and the size of ad organizations
falls precipitously after one gets past the first fourteen or so. For ex-
ample, number fifteen (Carlson Marketing, 1998 revenues: $285 mil-
lion) does less than half the business of the firm ranked number
fourteen, Cordiant Communications. And the fiftieth-largest adver-
tising organization in the world — Testa International (1997 tev-
enues: $60 million) — does around 1.5 percent of the business of the
Omnicom Group.™

The wave of global consolidation among advertising agencies is
far from over. The four most active ad agency acquiters spent $1.25
billion to buy other agencies in 1997, up over 250 petcent from what
they spent in 1996. Industry surveys suggest that most agency ex-
ecutives expect the agency merger and acquisition boom to increase
in momentum in coming years.”! Interpublic budgeted $250 million
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in 1998 for the purchase of other advertising companies.* The con-
solidation is encouraged by globalization, as the largest advertisers
increasingly prefer to work with a single agency worldwide.”® When -
Citibank consolidated its global advertising into one agency in 1997,
an observer noted that “they want to have one brand with one voice
— that’s their mantra.”* “We’te not going to get a shot at [major cli- '_

ents],” one agency ownet said, “without being global.””** Global con-
solidation is also encouraged because the larger an ad agency, the
mote leverage it has getting favorable terms for its clients with global

that remain privately held. In short, these firms ate at the VEry pin-
nacle of global cotporate capitalism. This is also a highly concen-
trated industry; the largest media firm in the world in terms of an-
nual revenues, Time Warner (1998 revenues: $28 billion), is some
fifty times larger in terms of annual sales than the world’s fiftieth-
Jargest media firm.® But what distinguishes these nine firms from
the rest of the pack is not metely their size but the fact that they have
global distribution networks.

I spelled out the rapidity with which these giants have emerged in
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cComnercial media. ~ AR agericy needs worldwide “critical 115455 o
be competitive, the president of the French Publicis stated when
Publicis purchased the U.S. Hal Riney and Partners in 1998.5” The
largest advertising organizations are scurtying about purchasing al-
most all of the remaining viable independent agencies around the
world.*® BEven Japan, until recently effectively off-limits to foreign ad

agencies, Is being incorporated into the global networks of these gi-

ant agencies, as its main advertisers want global expertise for their
brands.”” In 1998 Omnicom and the WPP Group each purchased
stakes in major Japanese agencies.*’ In combination, all of this sug-

gests increased advertising influence over media operations.

But the most important corporate concentration concerns the
media industry itself, and here concentration and conglomeration are
the otder of the day. There is increased global horizontal integration
in specific media industries. Book publishing, for example, has un-
dergone a major shakeout in the late 1990s, leading to a situation in
which a handful of global firms dominate the market. “We have
never seen this kind of concentration before with global ownetship

and the big getting bigger,” a mergers and acquisitions lawyer who
specializes in publishing deals stated in 1998.°! But much more strik-
ing have been the vertical integration and conglomeration of the glo-
bal media market. In short order the global media market has come
to be dominated by the same eight TNCs that dominate U.S. media,
as I presented in chapter 1, plus Bertelsmann, the German-based

conglomerate. The dominant advertising firms are featherweights in
compatison to the first tier of media firms, all of which rank among

the few hundred largest publicly traded firms in the world in terms
of market value. They are General Electric (#1), AT&T (#16),
Disney (#31), Time Warner (#76), Sony (#103), News Corp. (#184),
Viacom (#z10), and Seagram (#274).% Bertelsmann would certainly
be high on the list, too, were it not one of the handful of giant firms
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the 1990s in chapter 1. There, too, I explained the strong pressure
for firms to get larger and larger (and fewer and fewer). Likewise,
and probably lost to most Americans who do not travel abroad, the
media giants have moved aggressively to become global players.
Time Warner and Disney, for example, still get the vast majority of
their revenue in the United States, but both firms project non-U.S.
sales to be a majotity of their revenues within a decade, and the
other media giants are all moving to be in a similar position. The
point is to capitalize on the potential for growth — and not get
outflanked by competitors — as the U.S matket is well developed
and only permits incremental growth. As Viacom CEO Sumner
Redstone puts it, “companies are focusing on those markets prom-
ising the best return, which means overseas””® Frank Biondi,
former chair of Seagram’s Universal Studios, says “ninety-nine per-
cent of the success of these companies long term is going to be
successful execution offshore.”® Another US. media executive
stated that “we now see Latin America and the Asia-Pacific as our
twenty-first century.”™ Sony, to cite one example, has hired the in-
vestment banking Blackstone Group to help it identify media take-
over candidates wotldwide.®

But this point should not be exaggerated. Non-U.S. markets, espe-
cially markets where there are meddlesome governments, are risky
and often require patience before they produce profit. The key to
being a first-tier media powerhouse is having a strong base in the
United States, by far the largest and most stable commercial media
matket. That is why Bertelsmann is on the list; it ranks among the top
US. recorded music, magazine publishing, and book publishing com-
panies. It expects to do 40 petcent of its $16 billion in annual busi-
ness in the United States in the near futare.®® “We want to be a world-
class media company,” the CEO of the UK.s Pearson TV stated,
“and to do that, we know we've got to get bigger in Ametica.”s
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It is also mandatory to be a conglomerate, for the reasons pre-
sented in chapter 1. The essence of the first-tier firms is their ability
to mix production capacity with their distribution networks. These
nine firms control four of the five music firms that sell 8o percent of
global music. The one remaining independent, EMI, is invatiably on

the market; it is worth considerably more merged with one of the -
other five global music giants that are all part of huge media con-

glometates, or to another media TINC that wants a stake in the music
market.” All of the major Hollywood studios, which dominate glo

kets, with small firms getting eaten by medium firms and medium
firms being swallowed by big firms. Many national and regional con-
glomerates have been established on the back of publishing or tele-
vision empires, like Denmark’s HEegmont Group.” The situation in
most nations is similar to the one described in the United States in

 chapter 1: 2 smaller number of much larger firms dominate the me-

dia in compatison to the situation only ten of twenty years ago. In-
deed, as most nations are smaller than the United States, the tight-
ness of the media oligarchy can be even mote severe, In Britain, for

bal flm box otfice, af¢ connectéd o these giants too. The ohily two
of the nine that are not major content producers ate AT&T and
GE’s NBC. The former has major media content holdings through
Liberty Media and both of them, ranking among the ten most valu-
able firms in the world, are in a positon to acquire assets as they be-
come necessary. Such may soon be the case for GE. NBC was
torced to scale back its expansion into Buropean and Asian televi-
sion in 1998, in part because it did not have enough programming to
fill the airwaves.”

The global media market is tounded out by a second tier of four
ot five dozen firms that are national or tegional powethouses or have
strong holds over niche markets, such as business ot trade publish-
ing. About one-half of these second-tier firms come from North
America; most of the rest, from western Burope and Japan. Each of
these second-tier firms is a giant in its own right, often ranking
among the thousand largest firms in the wotld and doing over $1 bil-
lion per year in business. The list of second-tier media firms from
North America includes, among others, Dow Jones, Gannett, Knight-
Ridder, Newhouse, Comcast, the New York Times, the Washington
Post, Hearst, McGraw Hill, Cox Enterprises, CBS, Advance Publica-

tions, Hicks Muse, Times-Mirfor, Reader’s Digest, Tribune Com-

pany, Thomson, Hollinget, and Rogers Communication. From Fu-
tope the list of second-tier firms includes, among othets, Kirch,
Havas, Mediaset, Hachette, Prisa, Canal Plus, Pearson, Carlton,
Granada, United News and Media, Reuters, Reed Elsevier, Wolters
Kluwer, Axel Springer, Kinnevik, and CLT. The Japanese compa-
nies, aside from Sony, remain almost exclusively domestic produc-
ers. I will discuss the handful of “third wotld” commercial media
giants below.”?

This second tier has also crystallized rather quickly; across the
globe there has been a shakeout in national and regional media mar-
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example, 9o percent of the newspaper circulation is controlled by
five firms, including Murdoch’s News Corporation, while mergers
have turned British cable into a fiefdom dominated by three firms.”
In Canada, vocal right-winger Conrad Black — who owns 437 news-
papers globally in an empire that generated revenues of $2.2 billion
in 1997 — owns 61 of that nation’s 101 daily newspapers, and over
one-half of Canada’s newspaper circulation.” The second-largest
chain controls another one-quarter of Canadian newspaper circula-
tion.”® The sitnation may be most stark in New Zealand, where the
newspaper industry is largely the province of the Australian-Ameri-
can Murdoch and the Irish Tony O’Reilly, who also dominates New
Zealand’s commercial radio broadcasting and has major stakes in
magazine publishing. Two of the four terrestrial (over-the-ait) televi-
sion channels are owned by the Canadian CanWest. Murdoch con-
trols pay television and is negotiating to putchase one or both of the
two public TV networks, which the government is aiming to sell.” In
short, the rulers of New Zealand’s media system could squeeze into
a closet.

Moteover, as the New Zealand example implies, the need to go
beyond national borders appties to second-tier media firms as well as
first-tier giants. Australian media moguls, following the path blazed
by Rupert Murdoch, have the mantra “expand or die.” As one puts
it, “you really can’t continue to grow as an Australian supplier in Aus-
tralia.””™ Mediaset, the Berlusconi-owned Italian television power, is
desperately seeking to expand in Europe and Latin America.” Per-
haps the most striking example of second-tier globalization is pro-
vided by Hicks, Muse, Tate and Furst, the U.S. radio-publishing-TV-
billboard-movie theatet power discussed in chapter 1 that has been
constructed almost overnight. In 1998 Hicks Muse spent well over
one billion dollars purchasing media assets in Mexico, Argentina,
Brazil, and Venezuela,®
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In combination, these sixty or seventy glants control much of the
world’s media: book publishing, magazine publishing, music record-
ing, newspaper publishing, TV show production, TV station and -
cable channel ownership, cable/satellite TV system ownership, film
production, motion picture theatet ownership, and newspaper pub-
lishing® They are also the most dynamic element of the global me-
dia network. But the system is still very much in formation. New sec-
ond-tier firms are emerging, especially in lucrative Asian markets,
and there will probably be further upheaval among the ranks of the-

I ——

country unless they have taken on a leading domestic media com-
pany 4s a partnet. The domestic firm can handle public outreach and
massage the local politicians. _

News Corporation heir Lachlan Murdoch expressed the rational
view when explaining why News Corporation is working more
closely with Kerry Packer’s Publishing and Broadcasting Ltd., the
company that with News Cotp. effectively controls much of Austra-
lian media. It’s better, contends Murdoch the younger, if we are not
“aggressively attacking each other all the time.”®® In the global media

first-der media giants. And firms get no guarantee of success merely

by going global. The point is that they have no choice in the matter.

Some, perhaps many, will falter as they accrue too much debt or as

they enter unprofitable ventures. But the chances are that we are

closer to the end of the process of establishing a stable global media

market than we are to the beginning of the process. And as that hap-
pens, there is a distinct likelihood that the leading media firms in the

world will find themselves in a very profitable position. That is what
they are racing to secure.

Corporate growth, oligopolistic markets, and conglomeration
barely reveal the extent to which the global media system is funda-
mentally noncompetitive in any meaningful economic sense of the
term. As I mentioned in chapter 1, many of the largest media firms
share majot shateholders, own pieces of each other, ot have inter-
locking boards of directors. When Varety compiled its list of the
fifty largest global media firms fot 1997, it observed that “merger
mania” and cross-ownership had “tesulted in a complex web of in-
terrelationships™ that will “make you dizzy.”** The global market
strongly encourages firms to establish equity joint ventuges in which
the media giants each own a patt of an enterprise. In this manner, |
frms reduce competition and risk, and increase the chance of
profitability. As the CEO of Sogecable, Spain’s largest media firm
and one of the twelve largest private media companies in Europe,
put it to Variesy, the strategy is “not to compete with international
companies but to join them.”® In 1998, for example, Prisa, another '
large Spanish media conglomerate, merged its digital satellite televi-
sion service with the one controlled by state-owned telecommunica-
tions firm Telefonica to establish 2 monopoly in Spain.** Almost all
of the second-tier companies have joint ventures or important rela-
tionships with each other and with first-tier media giants. Indeed, it is
rare for first-tier media giants to launch a new venture in a foreign
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market the dominant firms compete aggressively in some concen-
trated oligopolistic markets, are key suppliers to each other in other
markets, and are partners in vet other markets. As the headline in one
trade publication put it, this is a market where the reigning spirit is to
“Make profits, not war.”® In some tespects, the global media market
more closely resembles a cartel than it does the competitive market-
place found in economics textbooks.

The Holy Trinity of the Global Media System

The nature of the global media system seems less abstract when
one examines the tecent growth, activities, and strategies of its three
most important TNCs: Time Warner, Disney, and News Corpora-
tion. Time Warner and Disney are the two fitms with the largest
media and entertainment operations. News Corporation is in corn-
tention with Viacom for the status of fourth largest, with sales around
one-half those of Time Warner and Disney, but under Rupert Mur-
doch it has led the way in media globalization. These global empitres
were mainly constructed in the 1990s, and they are a long way from
completion.

Time Warner is the outgrowth of the 1989 metger of Time and
Warner Communications and the 1996 acquisition of Turner Broad-
casting: It did around $28 billion in business in 1998, and its sales are
expected to continue to grow at double-digit rates for the foreseeable
future. With two hundred subsidiaries worldwide, Time Warner is
also a strikingly dominant global player in virtually every important
media sector except newspaper publishing and radio broadcasting.
Time Warnet’s challenge is to develop its syrergier (the process of tak-

Ing a media brand and exploiting it for all the profit possible), that s,
to mesh its extremely lucrative parts to increase the size of the profit
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whole.?” It has an unparalleled combination of content production
and distribution systems to work with.
Here are some of Time Warnert’s holdings:

* majority interest in the US, WB television network;

* Jargest cable broadcasting system operator in U.S,, controlling
twenty-two of the one hundred largest markets;

» controlling interest in cable TV channels CNN, Headline
News, CNNfn, CNN International, TNT, TBS, Turner Classic -

s over 4o percent stake in Towani, a joint venture with Toshiba
and Japan’s Nippon Television to produce movies and TV
programs for Japanese market and export;

* 4.5 percent stake in Fnic, owner of four Eutopean football
teams, and, in fifty-fifty joint venture with Time Warner,
proptictot of a worldwide chain of Warner Bros. restaurants;

* 23 percent stake in Atari

¢ 14 percent stake in Hasbro;

* minotity stakes in the following non-US. broadcasting joint

Movwvies, CNNGSI, Cartoon Network, Court TV, HBO, HBO
International, and Cinemax;

* partial interest in cable TV channel Comedy Central;

* minority stake in U.S. satellite TV service Primestar;

» Warner Bros. fiim studios, one of the half-dozen studios that
dominate the global market; _

* Warner Bros. TV production studios, one of largest TV show
production companies in the world;

¢ New Line film studios;

* the largest U.S. magazine publishing group, including Zie,
Peaple, Sports Hinstrated, and Fortune;

* Warner Music Group, one of the five firms that dominate the
global recorded music industry;

* leading global book publisher, with 42 percent of sales outside
the U.S.;

* 150 Warner Bros. retail stores;

* the Atlanta Hawks and Atlanta Braves U.S. professional sports
teams;

* Hanna-Barbera animation studios;

* 10 percent stake in France’s Canalsatellite, a digital TV service;

* 100 percent of Citereseau and 49 percent of Rhone Cable
Viston, two French cable television system companies;

* go percent of Time Warner Telecom, which offers telephone
service over Time Warner cable lines;

* 37 percent stake in Road Runner, the cable Internet Access
service;

* one of the largest movie-theater-owning companies in the
wotld, with over one thousand screens, all outside the US,;

* 20 percent of Midi Television, first ptivate South African

television network;
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ventures: Germany’s N-TV, European music channel VIVA,
and Asian music channel Classic V;
* 31 percent stake in U.S. satellite television company Primestar;
* 25 percent stake in Japanese cable company Titus;
* 19 percent stake in Japanese cable company Chofu;
* 50 percent stake in Columbia House record club,

Yet even this formidable list fails to do justice to Time Warner’s glo-
bal reach. CNN International is the dominant global TV news chan-
nel, broadcasting in several languages to some two hundred nations,®
HBO is a global powethouse as well, having expanded successfully
into both eastern and westetn Europe, Latin America, and most of
Asia. As one observer notes, HBO’s International division “gobbles
up new countries.”™ The Warner Bros. film studios coproduces films
with Australian, German, French, Japanese, and Spanish companies,
often times not in English.*® Warner Bros. International Television
Production has joint ventutes to coproduce TV seties with partners in
Canada, France, Germany, and Britain.”! Even the US.-based maga-
zine division 1s going global, with non-US. editions of its publications
and planned acquisitions of Eutopean magazines.”

What really distinguishes Time Warner, and what gives it such le-
verage in the global market, are two related things. First, in addition
to arguably producing more media content than any other firm, Time
Warnet also has the wotld’s lasgest library of music, films, TV shows,
and cartoons to exploit. This makes Time Warner extremely attrac-
tive to national media firms for joint ventures or simply major con-
tracts, such as it has with Canal Plus, the satellite television power in
France, Spain, and Iraly.” Second, Time Warner has perhaps more
recognizable media brand names than any firm in the world. Branding
is considered the most crucial determinant of market success and
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the one factor that can assure success in the digital world, with its
myriad of choices — even though the choices are controlled by a
small number of owners. Branding also lends itself to extensive li--

censing and merchandising of products related to media characters,

channels, and programming, Time Warner considers its Looney Tunes
cartoons alone a $4 billion worldwide brand; Batman is a mere $1
billion wotldwide brand. With 150 Warner Bros. retail stores and
scores of licensing agreements, merchandising has become a multi-
billion-dollar segment of Time Warner’s annual income — and what -

s 43 percent of InfoSeek, an Internet portal service;

» major film studios, Miramax, Touchstone, and Walt Disney
Pictures;

« TV production and distribution through Buena Vista,

» magazine publishing through its Fairchild and Chilton
subsidiaries; _

* book publishing holdings including Hyperion Press;

« music recording, including the Hollywood, Mammoth, and
Wait Disney labels;

is more, it is among the fastest-growing branches of its global opera-

tions.

But nobody understands branding and merchandising better than
Disney, which runs neck-and-neck with Time Warner for the honor
of being the world’s largest media firm, With some 66c Disney retail
stores wotldwide as well as merchandising and licensing deals with
numerous manufacturers and retailers, Disney is evolving into what
one industry observer charactetizes as “the ultimate global consumer
goods company.””* Disney has moved aggressively into China; it has
seven stores in Hong Kong and plans to open several more on the
mainland before the century ends.” Disney has also carefully inter-
twined its media brands with its retail activities, and has done so on a

global basis. There are major Disney theme parks in Japan and

France as well as in the United States, a Disney passenger cruise ship

line, and the company is launching DisneyQuest, a chain of “loca-
tion-based entertainment” stores — that is, high-tech video arcades
— centered around Disney brands.”® Disney has even launched a
planned community near its Disney Wotld resort in Orlando, Florida,
replete with Disney-run schools and social services. Disney is the
master of synergies. Its animated films routinely generate vastly
mote income and profit from merchandising and other sources than

they do from box-office receipts.
Here are some of Disney’s holdings:

» the U.S. ABC television and radio networks;

* ten US. TV stations and twenty-eight radio stations;

= 1JS. and globél cable TV channels Disney Channel, ESPN,
ESPN2, ESPNews, ESPN International, and major stakes in
Lifetime, A&E, E! Entertainment, and History Channels;

* a stake in Americast, an interactive IV joint venture with

several U.S. telephone companies;
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» world’s Targest theme parks and resorts, including Disneyland,
Disney Wotld, and a stake in EuroDisney;

» Club Disney, chain of children’s restaurants and entertainment
locations;

¢ Disney cruise line;

* DisneyQuest, chain of high-tech arcade game stores;

» controlling interest in Anaheim Mighty Ducks and Anaheim
Angels, US. professional sports teams;

* 660 Disney stores worldwide;

* 50 percent stake in Super RTL, a joint venture with
Bertelsmann;

* 20—33 percent stakes in the following commercial media
companies: Hurosport TV network, the Spanish Tesauro SA,
the German terrestrial channel RTL2, the German cable TV
channel TM3, and the Brazilian TVA, a pay-TV company;

® 33 percent stake in Patagonic Film, Argentine film studio.

Disney, like Time Warner, has globalized its production and has
signed production and distribution deals with firms in France, Japan,
and Latin America, to meition but a few®” Disney’s Miramax is
launching a Hutopean film studio to be based in Britain.’® Disney
also has distributed its Disney TV Channel in numerous nations
around the wotld, customizing it to local cultures and languages.

- Most important, Disney’s ESPN International has become the world

leader in televised sports. It is broadcast on twenty networks in
twenty-one languages to 55 million TV households in 182 nations
outside the United States. It is even availablé in Antarctica.”

Spott is arguably the single most lucrative content area for the glo-
bal media industry, a point undetstood best of all by Rupert Murdoch,
the swashbuckling CEO of News Corp. Spott was crucial in making
his British Sky Broadcasting (BSkyB) the most successful satellite TV
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service in the world and in making the U.S. Fox TV network a full-
fledged competitor of ABC, NBC, and CBS. Murdoch, more than

any other figure, has been the visionary of a global corporate media -

empire. Using as a base his newspaper empires, first in his native

Australia where he controls 70 petcent of the daily circulation, and

later in Britain where he is the largest newspaper publisher, Murdoch
has expanded into film, publishing, and, especially, television world-
wide."" He has established a major film studio in Australia to serve

the global market.!” Murdoch remains the most aggressive media -

¢ the Los Angeles Dodgers professional baseball team;

s minority stake in the New York Knicks and the New York
Rangers;

e option to purchase 40 percent stake in Los Angeles Kings
NHL hockey team and 1o percent of Los Angeles Lakers NBA
basketball team;

« controlling interest in British Sky Broadcasting (BSkyB)
sateflite TV service;

« through BSkyB, 32.5 percent stake in British Interactive

mogul, and he has turned to joint ventures to expand his empire
without using much of his own capital. “We don’t see ourselves as a
large corporation,” Murdoch informed a closed meeting of investors
in 1997. “We see outselves as tiny compared to the world-wide op-

portunities for media.” Murdoch has devoted inordinate attention to

developing media properties in Asia and Latin America, even though
News Cotp, will receive the majority of its income from the United
States for at least another decade. “He views these investments in
multiyear terms,” states a sccurities analyst, “even multigenera-
tional 1%

Here are some of News Corp.’s holdings:

s the U.S. Fox television network;

* twenty-two U.S, television stations, covering 4o percent of the
U.S. population;

* Fox News Channel, U.S. and international TV network;

* 50 percent stake in fx, fxM, Fox Sports Net, Fox Kids
Worldwide, Family Channel TV channels;

* 33 percent stake in Golf TV Channel;

* film studio Twentieth Century Fox;

« Twentieth Television, U.S.’and international TV production
and distribution group;

* over 130 daily newspapets, including The Zimes (of London)
and the New York Post, controlling 70 percent of Australia’s
newspaper circulation;

* 23 magazines;

* 40 percent stake in United Video Satellite Group, publisher of
1V Guide and interactive TV technology company;,

* 30 percent stake in Echostar, ULS, satellite television company;

* book publishing, including Harper-Collins;
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Broadcasting, interactive television service;

* numerous Sky TV channels distributed across Britain and parts
of Europe including Sky News;

« partial stake in Music Choice Europe TV channels;

» Latin American TV channels EI Canal Fox and Fox Sport
Noticias;

* 30 percent stake in Latin Sky Broadcasting satellite TV service
to Latin America, joint venture with AT&T-TCI, Televisa, and
Globo;

+ following additional Latin American TV holdings: 20 percent
stake in Cinecanal, pay-TV service; 12 percent stake in
Telecine, Brazilian pay TV service;

* 66 percent stake in Munich TV station TM-3;

* 50 percent stake in German Vox TV network;

» controlling interest in Italian pay-T'V venture, Stream;

* minority stake in Taurus, holding company that owns German
Kirch media group (pending);

* Fox TV Channel (the Nethetlands);

* the following Buropean radio interests: 71 percent stake in Sky
tadio; 42 percent stake in Radio 538; 28 percent stake in Sky
radio Sweden;

* 8o percent stake in New Zealand’s Natural History Unit, the
world’s leading producer of natute and wildlife documentaries;

* Heritage Media, leading U.S. direct marketing company, with
1996 revenues over $s5oo million;

* partial stakes in two eastern European telecommunication
companies: PLD Telekom (30.2 petcent) and PeterStar (11
percent);

° Astan Star TV satellite TV service;

* pan-Asian TV channels: ESPN and Star Sports (four Asian
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channels), Channel V music channel {four Asian channels)
joint venture with major record companies, Star World, Star
Pluas, Star Movies (nine Asian channels);

* so percent stake in Indian TV channels Zee TV, Ei TV, and
Zee Cinema;

* partial stake in Indian cable TV company Siti Cable;

* partial stake in Indonesian pay TV venture Indovision and
Film Indonesia pay TV channel;

* 11.375 percent stake, with Sony, Fuji TV, and Softbank, in

and his Star Television service, which News Corp. purchased in
1993, for all of Asia.

The list above barely gives a sense of how quickly Murdoch’s
News Corporation has made Asian television its fiefdom. In India,
for example, it has equity stakes of either 50 or 100 percent in eight
different networks, constituting 45 petcent of the nation’s total
viewership in cable and satellite homes. News Corp. has six networks
in China, and its Phoenix joint venture has already been cleared in
36.2 million Chinese cable TV households. In Taiwan, News Corp.

Japam SkyPerfec TV Broadcasting satellite TV system,

* Star Chinese Channel, broadcast across Taiwan;

* 45 percent interest in Phoenix Chinese Channel, satellite TV
service for mainland China;

* partial interest in Golden Mainland Productions, TV joint
venture with Taiwan Sports Development;

* Australian TV channel FoxTel;

* controlling interest in New Zealand’s Independent
Newspapers Ltd., controls 52 percent of New Zealand’s
newspaper circulation, and owns 40 petcent of New Zealand’s
Sky Television.

* partial interest in ChinaByte, website joint venture with China’s
People’s Daily;

* India Sky Broadcasting, satellite TV service;

* 50 percent stake, Australian National Rugby League;

* British First Division soccer team, Manchester United
(pending approval).

The defining feature of Murdoch’s global push is the establish-
ment of satellite television systems, along with the channels and
programming to be displayed on them. By 1998 Murdoch claimed
to have TV networks and systems that reached mote than 75 per-
cent of the world’s populadon. As Murdoch contends, “The bot-
detless world opened up to us by the digjtal information age will af-
ford huge challenges and limitless opportunities.”!* The archetype
will be BSkyB, which not only dominates British pay television but
also has launched film and program production facilities and has
channels to be broadcast not only in Britain but also on European
TV systems and eventually across the world.* Murdoch’s two othet
main TV “brands” are the Fox channels, connected to his U.S. TV
network, cable channels, and major film and TV production studios,
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has seven channels and dominates the market, 15

In 1997, when Prince Al-Waleed invested $400 million to pur-
chase a 5 percent stake in News Cotp., he commented that “News
Corp. is the only real global media company that covers the wotld ”*1%
Whether News Corp. ever fulfills its ambitions temains to be seen,
and it faces numerous obstacles along the way. In India, for example,
the government in 1997 cracked down on foteign ownership of me-
dia after Murdoch hired scotes of former government employees to
be his top local executives.!”” News Corp. has enjoyed tremendous
successes and its persistence has paid off just about everywhere it
has gone. But in China, Murdoch got in hot water in 1993 by remark-
ing that new communication technologies “were a threat to totalitas-
fan regimes everywhere.”'™ And as firms like News Corp. expand
through mergers and acquisitions, they run the risk of taking on
large levels of debt that leaves them exposed, especially if there is a
business recession,

Thete is no indication that Murdoch is slowing down his march
across the planet. He negotiated, afbeit unsuccessfully, in 1998 to
purchase stakes in leading media companies in Germany, Italy, and
Argentina.'” In 1998 Murdoch established an Italian-based subsid-
tary, News Corp. Europe, to coordinate News Corp.’s expansion into
continental television, especially in Italy, Germany, Spain, and France.
As one business analyst put it, “It’s D-Day and the invasion has be-
gun.”1® Murdoch has shown a rematkable capacity to use his media
propertes to curry the favor of political leaders, and use that favor
to advance his interests. In chapter 1 I reviewed his massive U.S. lob-
bying armada. It is no less impressive elsewhere, His British newspa-
pers’ surpsise support for Tony Blai in the 1997 election has put him
in the prime minister’s very good graces, to the extent that Blair
spoke on Murdoch’s behalf to the Tralian government when Mur-
doch was negotiating to buy Mediaset in 1998.1! This conduct has
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not settled well with all Britons. “We have a Prime Minister,” Nick
Cohen observed in the New Statesman, “who cannot control his
tongue when Rupert Murdoch’s posterior passes by.!1*

All of the media giants are emulating News Corp.s strategy of
getting bigger and going global with 2 vengeance. In the current po-
litical environment, the global media giants are in position to make
dramatic strides in short order. Thus the world is being remade be-

fore our eyes by the executives of gigantic corporations, in dogged’
pursuit of profit.

set of this chapter, there is widespread concern that regulations and
subsidies are necessary to protect local content.!'? Therefore, to
make sense of any particular national media scene, one must take
into account local laws and regulations, as well as the contours of the
_domestic commercial media industry. Nevertheless, the momentum
is clearly in the opposite direction. Even China has put its media on
a largely commercial basis, and is in the process of opening its doors
to media TNCs in a manner unthinkable only two or three years
ago.’* In addition, the global commercial media system is far more

Global Media Culture

When turning to the implications of the emerging global media
system for journalism, politics, entertainment, and culture, the same
caveats provided for the discussion of US. commercial media cul-
ture in chapter 1 apply again. Although fundamentally flawed, the
system produces much of value for a variety of reasons. Commercial -
entertainment can be very appealing and often plays on very attrac-
tive themes. In addition, the global media system can be at times a

progressive force, especially as it enters nations that had been tightly

controlled by corrupt crony media systems, as in much of Latin
America, or nations that had significant state censorship over media,
as in parts of Asia. But, as we will see, this progressive aspect of the
globalizing media market should not be blown out of propottion;
the last thing the media giants want to do anywhere is rock the boat,
as long as they can do their business. The global commetcial media. -
system is radical, in the sense that it Wﬂl respect no tradltlon Of cus-

proﬁts “Buai it ultlmate y is p
giants are s1gmﬁcant b ﬁeﬁ i -
n propertj} ot soi:ie_ilﬂrmf \fic
the extent it reduced thé power of business and lessencd inequality, _
would possibly — no, pfg};ably ]eopard1ze their positions. Indeed,
in this regard, the logm and trajectory of global media culture is quite
similar to that of the U.S. product.

It may be a bit misleading to call the emerging system “global.”” As
India proved with News Cotporation, nations can erect huge bartiets

against the intrusion of transnational media corporations, whether

ture, and any uphe

tor political, cultural, or economic reasons. As mentioned at the out-

developed in some parts of the wotld than in others. As a profit-
driven enterprise, it devotes most of its attention to the wealthier
sectors. In the so-called developing world, the system is accordingly
oriented toward middle- and upper-class consumers, In India, this
relevant market contains perhaps at the outside 300 of 400 million
people — a large numbet, to be sure, but not overwhelming in a na-
tion of almost one hillion. Not surprisingly, an area like sub-Saharan
Affica receives minimal global media attention in comparison to al-
most anywhere else in the wotld. Nor does this mean sub-Saharan
nations (or the poor of India) enjoy a wealth of indigenous media,
for these pootest populations have scarcely any public funds to de-
velop media.
Presented in this manner, the logical question traditionally has
been: Does the global media system represent the highest form of
“cultural imperialism”? Or to put it another way: Are the largely US.-
owned and/or US.-based media giants inculcating the world’s
peoples with western consumer values and undermining traditional
cultures and values?'® (One thinks of Disney CEO Michael Fisner’s
delight when someone presented him with a photograph of 2 woman
from Timbuktu wearing a cap for Disney’s Anaheim Mighty Ducks
hockey ream. “Now that’s the definition of global reach!” Eisner en-
thused.)''* The answers to these questions are yes and sort of. One
of the problems with the way the issue often has been framed is that
it regards cultute in a static manner and assumes that cotporate com-
mercial cultutre equals “American” culture. As the Economist put it,
“people who see Ametica as a cauldron of self-obsessed, TV-centred,
have-it-all sensation” fail to understand “that the country still con-
tains deeper hungers and a respect for cultural attitudes which ad-
dress them.”"*” “Thhere is nothing particulatly American.” the Fzono-
mist noted in reference to the themes of Hollywood blockbuster
films, “about boats crashing into icebergs or asteroids that threaten
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to obliterate human life”!"¥ The fiip side of this reductionism toward
U.S. culture is to regard non-U.S. cultures as pristine.

In addition, viewing the global media system in terms of national
geopolitical domination may have made some sense in the 1960s and
1970s, but it is no longer an especially satisfactory construct. It is
true that the US, government remains the steadfast advocate of the
transnational media corporations worldwide. Media and computer
software — the “copyright” industries — are the leading exports of

the United States, to the tune of $6o billion in 1997.1" This figure- '

of scale such that their media exports can be sold at rates well below
cost of production for a smaller nation. They also have the advan-
tage of the principal international language, English. Tt is telling that
in 1998 several leading French film directors began working in En-
glish, as that was understood as the only way “to reach a wider inter-
national audience.”# U.S, firms can also take advantage of their his-
toric ability to define the terms of commercial entertainment.'?
Naturally there is a strong taste for U.S. commercial entertainment
around the woztld: in the global marketplace, the U.S. is the so00-
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has doubled during the course ot the 19g9os.** The U.S. government

therefore harasses and threatens with sanctions nations that do not

respect media firms’ copyrights.!'?! It also uses its diplomatic leverage -
p pytig % g

to get barriers to media imports reduced. President Clinton, for ex-

ample, during his June 1998 China trip, pressured the Chinese gov- -

ernment to Increase its quota for US. films from 10 to 20 within two
years.'* In 1998, the U.S. government led the fight in the negotia-
tions among the largest economic powers over the new multilateral
agreement on investment -— a bill of rights for global investots to
protect them from national government regulations — to see that the
MALI included all media, communication, and “cultural” activities

within its province.'” In that same year the U.S. government pres-
sured the WTO to declare the Internet a “duty-free area,” so as to -
encourage its commercial development.!* In addition, the US. gov- -

ernment has further relaxed its anemic antitrust standards for media
mergers and acquisitions, thus permitting them to become “stronger
worldwide player[s].”* The U.S. government even subsidizes a pro-
gram to train bureaucrats and business persons around the wotld in
how to construct commercial broadcasting systems.'*

It is also true that the expansion of media TNCs generally greases
the wheels for global markets:in general — which has long been a
general aim of the U.S. and other western governments. It is notable
that in 1998 a leading member of the US. business community at-

gued that the United States should relax its efforts to establish a glo- -

bal commercial media matket and accept that nations might have le-
gitimate concerns about “.cﬁltu_xgl imperialism.” Such a tack, he argued,
would undercut the movements against global free trade and “even
bolster Ametica’s ability to export its ideas and ideals for the long
haul.”™#" But regardless of what the U.S. government does, US. firms
have always enjoyed a tremendous advantage in the global media

market because their huge domestic matket gives them economies
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pound gorilla.

But the impetus behind the global media system is far more cor-
porate and commercial expansion than national geopolitics, and, as
the system evolves, the material basis for providing “American” en-
tertainment lessens. On the one hand, the “geopolitical” element of
the global communication system ptior to the 19gos was connected
to some extent to the ideological aspect of the cold war, which is no
longer a pressing concetn. On the other hand, the system is moving
away from direct attachment to a particular nation-state. The British
film industry enjoyed a boom of sorts in the late 1990s, but did so
through a series of deals with the major Hollywood studios that pro-
vided both financing and the global distribution networks necessary
! When Time Warnet, for example, is earning over half
its income outside the United States, when its shareholders come
from all over the world, and when its production is globalized, it will
still have important ties to the United States and the U.S. govern-
ment; but those ties will be weakened. It will be bad business for a
U.S.-based media giant to be nationalistic. “Today, the media’s re-
sponsibility for helping us see the wotld in all its complexity is
greater than ever,” Time Warner CEO Gerald Levin stated in 1998.
“Yet too often we are left with a superficial impression of a global
village that resembles an Ametican suburb, in which the values and
viewpoints fit into familiar categories”"*2 Moreover, the always dubi-
ous notion that the product of the corporate media firms represents
the essence of US. culture appears ever less plausible as the media
system is increasingly concentrated, commercialized, and globalized.

The global media system is better understood, then, as one that

for success.

advances corporate and commercial interests and values, and deni-
grates of ignores that which cannot be incorporated into its mission.
Four of the eight largest media firms are headquartered outside of
the United States, but all of them — Bertelsmann, News Cortp., Sony,

THE MEDIA SYSTEM GOES GLOBAL

103



and Seagram — are major U.S. players, indeed owning three of the
major Hollywood film studios. They rank among the seventy largest
foreign firms operating in the United States, based on their US. sales,
and all but Bertelsmann rank in the top thirty.'>* There is no discern-
ible difference in the firms’ content, whether they are owned by .
shareholders in Japan or Belgium or have corporate headquarters in -
New Yotk or Sydney. Bertelsmann CEO Thomas Middelhotf bristled -
when, in 1998, some said it was improper for a German firm to con-
trol 15 percent of the US. book publishing market. “We’re not for-

Moreover, as the global media system spreads its tentacles and
deepens its reach, there is reason to believe this will then shape
popular tastes toward that with which they are becoming mose famil-
iar. Variety editor Peter Bart concluded in 1998, based upon his con-
versations with Hollywood executives, that “there’s also growing evi-
dence that the world filmgoing audience is fast becoming more
homogencous.” Whereas “action” movies had once been the only
sure-fire global fare — and comedies had been considerably more
difficult to expott — by the late 1990s comedies like My Best Friend's

eign. We're international,” Middelhoff said. “I'm an American with a
German passport.”’!3* Bertelsmann already generates more income
from the United States than from any other nation;"** Middelhoff’s
timmediate goal is to boost the US. percentage of Bertelsmann’s rev-

enues from 31 to 40 percent.'® “The soul of the whole entertain-
ment business is in the U.S.,” stated Bertelsmann’s second-ranking -
executive.””’ Indeed the output of the global media giants is largely
interchangeable, as they constantly ape each other’s commercial tri-
umphs. _
In this light, the notion that the transnational media conglomer-

ates ultimately will fail because people tend to prefer their local me~ -
dia and cultures appears wide of the mark. For one thing, the evi-

dence is mixed, and people’s tastes are malleable. There is significant

indication that Hollywood-type fate is popular wotldwide, and that
the taste for it is growing with increased exposure. In France, argu-

ably Europe’s most culturally nationalistic nation, U.S. films account
tor 6o percent of box-office revenues..In Britain, US. films account
for 95 percent of the box-office tevenue.™®® In April 1998, for ex-
ample, US. films dominated the lists of top ten box-office movies
for most European nations: in Prance, seven of ten; in Britain, nine .
of ten; in Spain, ten of ten; it Italy, nine of ten; and in Germany, '
nine of ten. In 1996 the United States claimed 70 percent of the EU
film market, up from 56 percent in 1987. Growth was comparable in -
Japan.'® Indeed the trade deficit between the EU nations and the
United States in films, television programs, and videos has grown
steadily in the 1990s, and stood at nearly $6 billion in 1996.'*° The
German market, by far Europe’s largest, provides a further indicatot
of Hollywood dominance. Of its fifty top grossing films in 1997,
forty-two were made by first-tier global media giants.¥! Nine of .

Germany’s ten leading video rentals and nine of its top ten best-sell-
142

ing videos in 1997 wete also produced by the Hollywood giants.
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Wadding and The Full Monty were doing between $160 and 200 million
in non-U.S. box office.® A 1 998 survey of thirty-five thousand con-
sumets in thirty-five countries, conducted by the venerable Roper
Starch Worldwide research group, provided “additional evidence that
consumers around the world are more similar than different.” As
Martha Farnsworth Riche, former director of the U.S. Census Bu-
reatt who consulted on the study, put it, certain factors once deemed
crucial to understanding consumer behavior, particularly overseas,
had become less important. “People aren’t all that different. Their
tastes are very similar,” Riche stated. “When selling Whirlpools in
Korea,” for example, “you’ve got to make sute you that you don’t use
the taboo color, but the cultural stuff is just a wrinkle.”1%

At the same time, there is countervailing evidence. Although U.S.
films dominate the Furopean market, the box office revenues of
European films in Burope are beginning to rebound, especially with
the rise of the multiplex theatet. In music, non-U.S. fare has been the
most rapidly growing element of the global market.!* The CEO of
a Spanish media firm only stated what is virtually received wisdom
across the media industries: “The most suceessful content in most
countries is local content,”46

But this is hardly a contradiction. To the extent that most audi-
ences prefet locally made fare if it is of adequate quality, the global
media giants, rather than flee in despair, have globalized their pro-
duction."” This globalizaton of ptoduction is spurred by economic
and political factors, such as the desire to establish stronger relation-
ships with domestic broadcasters who may be required to air locally
produced content.'® When U.S. magazine publishess expand over-
seas they cheerfully adjust the content and language to appeal to
Germans, Japanese, or Russians.' As the discussion above of the
“holy trinity” suggests, all of the media TNCs are establishing pro-
duction on a global basis.'* Universal Pictutes, for example, spent
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much of 1997 “busily forging international acquisttion and co-psro-
duction deals with a raft of filmmakerts in Europe, Latin America
and Asia” As Variety notes, “there’s moolah to be made from foreign
films.”1* Time Warner has found that it can enhance the appeal of
its Warner Bros. films in Asia by having local musicians do a song in
the native language for the film’s promotional campaigns in each na-
tion.'52 Indeed, the media TNCs’ global television channels all em-
phasize a mixture of English-language material with a heavy dose of -

local languages and programming as well as programming dubbed i

The notion of non-US. or non-TNC media firms being “opposi-
tional” to the global system is no less far-fetched when one tarns to
the “Thitd Wortld.” Mexico’s Televisa, Brazil’s Globo, Argentina’s
Clarin, and the Cisneros group of Venezuela, for example, rank
among the sixty or seventy largest media firms in the world.'® They
have extensive ties and joint ventures with the largest media TNCs,
as well as with Wall Street investment banks,'*! These firms tend to
dominate their own national and regional media markets, which are
experiencing rapid consolidation in their own tight.!s? The commet-

local languages. Time Warner’s Cartoon Network is dubbed in nu- -

merous languages, including those of smaller nations like Sweden
and Denmark,! o
Animation is, in fact, ideal for dubbing; hence the children’s televi-
sion and eatertainment market is more easily dominated by the me-
dia TNCs."** Viacom’s Nickelodeon has a commanding presence in
Latin America and parts of Europe, and launched 2 major expansion
into Asia in 1998."% “For all children, the Disney characters are local
characters and this is very important. They always speak local lan-
guages,” a Disney executive stated. The Disney strategy, he added, is
to “think global, act local.”'*® This principle applies beyond anima- -
tion, however, to the entire global media system: “The right mix for -
Western media,” Rupert Murdoch informed a United Nations con- -
ference on television in the autumn of 1997, “is taking the best inter- -
national programming and mixing it with local content. Localization

is playing an increasingly crucial role.””s” In the case of Latin Amer-
ica, then, its TV media capital has become Miami, where English-

and Spanish-language fate easily co-exist.!
The traditional notion of media or cultural imperialism also
tended to regard the existing non-TNC domestic commercial media
as some sort of oppositional bt alternative force to the global mar-
ket. That was probably a dubious notion in the past, and it does not :
hold true at all today. Throughout the world, media consolidation
and concentration have taken place in national markets, leaving a_
handful of extremely powerful media conglomerates dominating re-

gional and national markets. These firms have found a lucrative -
niche teaming up with the global media giants in joint ventures, of- -
fering the “local” aspect of the content, and handling the local poli- |
ticians. As the head of Notway’s largest media firm put it, “We want -

to position ourselves so if Kirch or Murdoch want to sell in -
#2159

Scandinavia, they’ll come to us first.
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cial media powerhouses of the developing world tend, therefore, to
be ptimary advocates for - and beneficiaries of — the expansion of
the global commercial media market.’®® And these Third World me-
dia giants, like other second-tier media firms elsewhere, are also es-
tablishing global operations, especially to nations that speak the same
languages.'s
firms have distinct probusiness political agendas that put them at
odds with large segments of the population.'® In short, the global
system is best perceived as one that best represents the needs of in-
vestors, advertisers, and the affluent consumers of the world. In
wealthy nations this tends to be a substantial portion of the popula-
tion; in developing nations, a distinet minority.

* And within each of their home nations these media

All of these trends converge in the global music industry. Music
has always been the least capital-intensive of the electronic media
and therefore the most open to expetimentation and new ideas. U.S.
recording artists generated 60 petcent of their sales outside of the
United States in 1993; by 1998 that figure was down to 40 percent. 6
Rather than fold their tents, however, the five media TNCs that
dominate the world’s recorded music market ate busy establishing
local subsidiaries across the wosld, in places like Brazil where “people
are totally committed to local music.””* Sony, for example, has led
the way in establishing distribution deals with independent music
companies from around the world.'® In places like India and Japan,

_there has been a huge expansion of interest in traditional western

pop music, combined with a maintenance of domestic musical tradi-
tions and the rise of local pop traditions that merge elements of
each.!®

This development of new and exciting forms and genres of
popular music underscores the point that commercial culture is a
complex process that does not always lend itself to categorical analy-
sis. In one sense these developments demonstrate just how flexible
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capitalism and commercialism can be in allowing new ttends and
even “countercultural” patterns in the pursuit of profit.' But this
point should not be exaggerated. Commercial imperatives put dis-
tinct (and often quite negative) limits on the nature and range of
what music gets produced, as the long U.S. experience with the cor-

porate music industry reveals.!” (I discuss this point in chapter 1.) .

And to the extent that Viacom’s global MTV Networks, which reach
300 million homes ot one-quatter of the world’s TV househoids,
influence music, commercialism is cleatly in the driver’s seat.'™ As

“heartthrob to the wosld.”"” Advertising not only dominates media,
it is beginning to be used on telephone and paging systems.!® In this
commetcially saturated environment, audiences barely raised their
eyebtrOws when former Soviet premier Mikhail Gotrbachev did a TV
commerciat for Pizza Hut in 1957."% In Japan, where the commercial
competition to influence the teen market is intense, agencies now
exist that will hire teenagers to undertake surreptitious “word-of-
mouth” advertising for their corporate clients to create an artificial
“buzz” about them.’® Although media scholars can study and de-

one trade publicaton noted approvingly, MTV provides a *seamless
blend of hip music 2nd sponsors’ messages.”!”

The corporate media culture is hardly the result of some abstract
value-free media market that “gives the people what they want.”
Highly concentrated, it gives the dominant corporations market
power to give their shareholders what they can make the most profit
from. That means linking media fare to all sorts of products and
merchandising, as described in the discussion of the “holy trinity”
above. As one observer noted, Hollywood films now have so many
promotional tie-ins and deals that their competition “extends from
theaters to fast-food chains to grocery aisles.”!™ Disney and McDon-
ald’s have a ten-year exclusive agreement to promote each other’s
products in 109 nations, a relationship so detailed that the Wal/ Street
Journal termed the two firms “McDisney.””'” Music labels, for ex-
ample, increasingly link musical genres to clothing fashions that can
also be exploited. The rise of “hip-hop” clothing in the middle 1ggos
has increased music industry revenues by as much as 20 percent.!”
On the other hand, and most important, the media firms devote
their activities to providing advertisers with the andiences and con-
tent they want. Hence, aside from sports with its “killer” demo-

graphics of middle- and uppéi-class males aged eighteen to forty- ...

nine, the other main focus of the global media system is children’s

television programming and its product-conscious audience.'”

The hallmark of the global media system is its relentless, ubiqui-

tous commetcialism. At the most explicit, TV shopping channels are
one of the primary growth areas atound the world.'® Similarly,

“infornercials” are positively booming on global commercial televi-
sion systems. Mike Levey, the U.S. “king of the infomercial,” sells
goods in sixty countries and in fourteen languages. Virtually un-
known in his own land, Levey has become a television superstar, the
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bate the exact nature of media effects upon people, it should be no
surptise that account after account in the late 1990s documents the
fascinatton, even the obsession, of the world’s middle-class youth
with consumer brands and products.'®
Being a global market also influences the nature of film content,

since the U.S. market only accounts for about 40—45 percent of Hol-
Iywood studio revenues. This may be the one area where Americans
can sense how a global media market changes things; otherwise, the
rest of the world is getting a taste of what has been the US. situation
for generations.'® Of course, globalization has some positive at-
tributes; for example, it makes films less likely to portray Arabs or
Asians in a racist manner that would undercut crucial markets,
(Sometimes this effort to avoid giving offense reaches almost comic
dimensions. For example, the wotld hockey championships in Dz,
the Disney Mighty Ducks sequel, depicted the thuggish “bad guys” as
being from leeland — a nation with probably fewer movie theaters
than most U.S. suburban shopping mallsl) Hollywood films ate also
more likely to employ international casts so as to have global box
office appeal.’® But globalization has also meant that violent films

(and TV shows) receive massive attention, “while comedy and drama
languish.”'® As has been well documented, violent “action” fare is

the genre that crosses borders most easily and makes the most com-

mercial sense. The result is, when filmgoers are exposed to more and

more “action” films and begin to develop a taste for them, the stu-

dios piously claim they are “giving the people what they want.” Vio-
lent fare also has a certain de-evolutionary logic to it. Over time,

films and TV programs need to become ever more grisly to attract
attention.'” Even animal documentaties have found a worldwide
niche because they feature numerous “kill sequences” and blood
fights among the animals,'%
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Global Media and Neoliberal Democracy

With this hypercommercialisin and corporate control comes an-
implicit political bias regarding the content of the media system,
Consumerism, the market, class inequality, and individualism tend to
be taken as natural and often benevolent, whereas political activity,

civic values, and antimarket activities tend to be marginalized or de- -
nounced. This does not portend mind-control or “Big Brother,” for -

it is much more subtle than that. (For example, Hollywood films and

production and distribution and social organization should be deter-
mined by market forces.*"!

Equipped with this peculiar understanding of democracy,
neoliberals like Friedman had no qualms over the military overthrow
of Chile’s democratically elected Allende government in 1973, be-
cause Allende was interfering with business control of Chilean soci-
ety. After fifteen yeats of often brutal and savage dictatorship — all
in the name of the free market — formal democracy was restored in
1989 with a constitution that made it vastly more difficult, if not im-
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television programs may not present socialism in a favorable light,
and will rarely criticize capitalism as an economic system overall, but.

they frequently use particular businesses or business persons to setve. .
as the “bad guys.” Since businesses of one kind or another rank high

on many peoples’ lists of disreputable operators, to avoid using them

as “bad guys” in entertainment would leave the studio to tesort to
science fiction.)'® Indeed, the genius of the commercial media sys- -

tem is the general lack of overt censorship. As George Orwell noted
in his unpublished introduction to Animal Farm, censorship in free

societies is infinitely more sophisticated and thorough than in dicta-

torships because “unpopular ideas can be silenced, and inconvenient

facts kept dark, without any need for an official ban.”"*® The logical

consequence of a commercial media system is less to instill adber-
ence to any ruling powers that be — though that can and does of
course happen — than to promote a general belief that politics is un-
important and that there is little hope for organized social change.

As such, the global media system butttesses what could be termed .

“neoliberal” democracy, that is, the largely vacuous political culture

that exists in the formally democratic matket-driven nations of the.
world. As I mentioned in the introduction, neoliberalism operates
not only as an economic system but as a political and cultural system .

as well, Neoliberalism works best when there is formal electoral de-
mocracy, but when the population is diverted from the information,

access, and public forums necessary for meaningful participation in

decision making, As neoliberal theosist Milton Friedman put it in his
seminal Capitalism and Freedom, because profit making is the essence
of democracy, any government that pursues antimarket policies is

being antidemocratic, no matter how much informed popular sup- .

port they might enjoy. Therefore it is best to restrict governments to
the job of protecting private property and enfotcing contracts, and

to limit political debate to minor issues. The real matters of resousce
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possible, for the citizenry to challenge the business-military domina-
tion of Chilean society. That is neoliberal democracy in a nutshell:
trivial debate over minor issues by parties that basically pursue the
same probusiness policies regardless of formal differences and cam-
paign debate. Democracy is permissible as long as the control of
business is off-limits to popular deliberation or change; that is, so
long as it isn’t democtacy.

Neoliberal democracy therefore has an impottant and necessary
by-product -— a depoliticized citizenry marked by apathy and cyni-
cismm. If electoral democracy affects little of social life, it is irrational
to devote much attention to it. The United States provides the pre-
eminent model of “neoliberal” democracy and shows the way for
combining a capitalist economy with a latgely toothless democtatic
polity. Sometimes these points are made explicit. Jaime Guzmén, ptin-
cipal author of Chile’s 1980 constitution, believed that private prop-
erty and investors’ rights needed to be off-limits to popular debate of
consideration, and he crafted Chile’s “democracy” accordingly. Con-
sider Guzmdn’s thoughts. “A democracy can only be stable when in
popular elections . . . the essential form of life of a people is not at
play, is not at risk,” Guzman explained. “In the great democracies of
the world, the high levels of electoral abstention do not indicate, as
many erroneously interpret them, a supposed distancing of the people
from the reigning system.” Noninvolvement by the bulk of the popu-
lation is in fact a healthy development. Guzmin concludes that in the
best form of capitalist democracy, “if one’s adversaries come to
powet, they ate constrained to pursue a course of action not very dif-
ferent than that which one would desire because the set of alterna-
tives that the playing field imposes on those who play on it are
sufficiently reduced to render anything else extremely difficult.””!?2

Chile is held up as the greatest neoliberal success story in Latin
America, perhaps even the world. As the New York Times put it,
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Pinochet’s coup “began Chile’s transformation from a backwater ba-

nana republic to the economic star of Latin America” And while
there has been strong overall economic growth over the past decade, -

Chile has also seen a widening of economic inequality such that it
ranks seventh worst in a World Bank study of economic stratifica-
tion in sixty-five nations. But what is the caliber of political and so-

cial life in this neoliberal miracle? Prior to the 1973 coup, Chile was

legendary for the intense politicization of its population, reflected by
voter turnouts as high as g5 percent of the adult population. One

nature and trajectory of its political culture, and that is true for both
the United States and Chile as well. That being said, however, the
global commercial media system is integrally related to neoliberal
democracy with its attendant depoliticization at two levels. At the
broadest institutional level, the rise of a global commercial media
system has been the result of and necessary for the rise of a global
matket for goods and services dominated by a few hundred TNCs,
Both the global commercial media system and the growth and emer-
gence of this “global” economy ate predicated upon probusiness

I12

US. researcher found in 1970 that Chilean teenagers were among the
three least alienated, most optimistic groups of youth on earth. In.
the 1990s Chile is a very different nation. As one observer puts it,

“Chile is pethaps the one place on earth where idolatry of the mar- -
ket has most deeply penetrated.” In the most recent elections 41 per-
cent of the population either did not vote, defaced their ballots, or -

left them blank. Voter participation among Chileans under twenty-
five was considerably lower. By the canons of neoliberalism, then, -

Chile is a success both economically and politically.!?> Chile has seen

its political life reduced to a placid, tangential spectator spott.

"T'his hollowing out of democracy is a worldwide phenomenon in
the age of the uncontested market. As a Greek peasant put it follow-
ing Greece’s 1996 clections: “The only right we have is the right to
vote and it leads us nowhere.” The very term democracy has been
turned on its head so its very absence in substance is now seen as
what constitutes its defining essence. The Washington Post noted that
modetn democracy works best when the political “parties essentially
agtee on most of the major issues.”™ Or, more bluntly, as the Finan-

ctal Limes put it, capitalist democracy can best succeed to the extent

that is about “the process of depoliticising the economy.* (Is it

even necessary to note that in a genuine democracy, the matter of

who controls the economy and for what purposes would be at the
center of political debate and consideration?)

Let me be clear about my argument. [ am not stating that the glo- _
bal media or commercial media are solely or even primarily respon- . -

sible for the type of depoliticized and demoralized political environ-
ment that exists in the United States or that has developed in Chile.

My argument is that this depolidcization responds most directly to -

the rise of the market and commercial values to preeminence in
those societies. But I am obviously generalizing; in any given nation

any number of other important factors are going to influence the
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neoliberal deregulation worldwide. On the other hand, the marketing
networks offered by global media system are essental for the cre-
ation of global and regional markets for TNC goods and services. To
the extent, therefore, thar the neoliberal global economic order
thrives upon a weak political culture, the global media system is a
central beneficiary as well.

But the global media system plays 2 much more explicit role in
generating a passive, depoliticized populace that prefers personal
consumption to social understanding and activity, a mass more likely
to take orders than to make waves. Lacking any necessarily “con-
spiratotial” intent, and merely following rational market calculations,
the media system simply exists to provide light escapist entertain-
ment. In the developing world, where public relations and marketing
hyperbole are only beginning to realize their awesome potential, and
where the ruling clites are well aware of the need to keep the rabble
in line, the importance of commercial media is sometimes stated
quite candidly. In the words of the late Emilio Azcarraga, the billion-
aite head of Mexico’s Televisa: “Mexico is a country of a modest,
very tucked class, which will never stop being fucked. Television has
the obligation to bring diversion to these people and remove them
from their sad reality and difficult futute.”!%

The global journalism of the corporate media system reinforces
these trends, with devastating implications for the tunctioning of
political democtacies. Here the trends mirror the collapse of US.
journalism discussed in chapter 1. Again, I do not wish to exaggetrate
the decline of journalism to the extent that I imply the existence of
some previous glorious golden age that most certainly did not exist.
Privately owned press systems historically have been conservative
forces, and for logical reasons: they tended to reflect the values of

their owners. That bias remains: in 1998 Sweden’s three largest news-
papets, all Swedish-owned, take explicit “free market” editorial posi-
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tions, despite the fact that Sweden continues to have significant sup-

port for prolabor, welfare state, and socialist politics.'”

But as in the United States, journalism worldwide is detetiorating -

as it has become an important profit source for the media glants, 1% -

Because investigative journalism or coverage of foreign affairs make

little economic sense, it is discouraged as being too expensive.'® On
the one hand, there is a relatively sophisticated business news pitched -

at the upper and upper-middle classes and shaped to their needs and:
prejudices. CNN International, for example, presents itself as provid

problem with business news or tabloid journalism, the two main
products of the so-called “free press.”™* The Chinese government
media has lost most of its subsidy, and has turned to advertising as
the primary means of support, with all that that suggests about con-
tent. So far the marriage of commercial media and communism has
been considerably less rocky than most analysts had anticipated. 2
Indeed, it appears incteasingly that the Chinese government can co-
exist with the corporate media giants quite comfortably. Chinese
president Jiang Zemin went so far as to praise the 1997 U.S. film 73
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ing advertisers “unrivalled access to reach high-income consumers.” 20

But even in “elite” media there is a decline. The Eonomist noted that-.
in 1898 the first page of a sample copy of the Zimes of London con-

rained nineteen columns of foreign news, eight columns of domestic

news, and three columns on salmon fishing, In 1998 a sample copy of |

the Zimes, now owned by Rupert Mutdoch, had one international
story on its front page: an account of actor Leonardo DiCaprio’s new-
girlfriend. “In this information age,” the Economist concluded, “the

newspapers which used to be full of politics and economics are thick

with stars and sport.”®! On the other hand, there is an appalling
schlock journalism for the masses, based upon lurid tabloid-type sto-
ries. For the occasional “serious” story, there is the mindless regurgita-

tion of press releases from one source or another, with the range of

debate mostly limited to what is being debated among the elite. “Bad
journalism,” a British observer concluded in 1998, “is a consequence
of an unregulated market in which would-be monopolists are free to.
treat the channels of democratic debate as their private property.”#?
As with entertainment, at times the media giants generate first-

rate journalism, but it is a minuscule fraction of their output and of- .

ten causes just the sort of uproar that media firms prefer to avoid. It

is also ttue that some well-organized social movements and dissident -

political views can get coverage in the wotld of commercial journal-

ism, but the playing field is far from level. And, as John Keane noted,

“in times of crisis” — meaning when antibusiness social movements

gain #oo much political strength — “market censorship tends to be-

come overt.’20

Just how bogus this commercial journalism is, when measured by
any traditional notion of the communication requirements necessary.

for 2 democracy, becomes especially clear when one looks at China.
There, a full-scale dictatorship with a long tradition of suppressing
dissident ot prodemocratic political viewpoints has no particular
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fanic i a speech befote the National Peoples Congress. “Iet us not
assume we can’t learn from capitalism.”?%

The relationship of the media giants to China is highly instructive
about their commitment to democracy as well. In 1997, when Disney
had the temetity to produce Kundun, a film biography of the Dalai
Lama, Disney’s numerous media projects in China wete “frozen” by
the Chinese government.” Disney responded by working with the
Chinese government to show them how to use public relations to
ride out the contsoversy. Disney even hired super-lobbyist Henry
Kissinger to go to China and “to keep China open to the Walt Dis-
ney Company.”*® The advertising that Disney was contractually ob-
ligated to provide for Kundun virtually eliminated any reference to
Disney.”” In the summer of 1998, Disney appointed a special execu-
tive, John J. Peenie, to cootdinate its Chinese activities. Feenie ob-
served that Disney had made “great strides toward smoothing things
over with the Chinese” and it hoped to distribute more films and
even build a theme park in China. Disney CEO Michael Eisner “is
very serious about wanting meaningful progress in that market,”
Feenie stated.”™ Eisner finally made a visit to Beijing to meet the
head of state in December 1998, and indications were that Disney
would soon be able to resume its Chinese opetations.?! The message
is clear: Disney, and any other firm that is attempting to maximize
profit, will never again produce a film like Kundun concerning China.
Not will such a firm countenance the caliber of journalism that
could significantly undermine the firm’ capacity to maximize profit.

Far more striking have been the activities of Rupert Murdoch and
News Corporation in China. Since Rupert Murdoch fell into the Chi-
nese leadership’s bad graces by suggesting in 1993 they would not
survive the rise of satellite communication, he has bent over back-
wards to appease them. In 1995 he eliminated the BBC from his Star
Television bouquet because the Chinese leaders thought the BBC
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too critical of their activities. Thesn, in 1996, he launched an Internet
joint venture with the Chinese Pegple’s Daily newspaper. He also pub-
lished what one critic termed a “fawning biography” of Chinese
leader Deng Xiaoping, written by no less an authority than Deng
Xiaoping’s youngest daughter.?'? Then in 1998 Murdoch’s Harper-
Collins canceled its contract to publish former Hong Kong governor
Chris Patten’s book, which was expected to be highly critical of the -
Chinese govetnment. Murdoch personally ordered the cancellation
— leading the HarperCollins editor to resign in protest — describing..

Compare this corporate behavior with that of Baruch Ivcher, the
Peruvian whose TV station numerous exposés of the Fujimori
govemment’s corruption and criminal activity led to the seizure of
his station and caused him to flee Pery.22 O¢ compare Murdoch and
Eisner to Jests Blancornelas, the Mexican newspaper editor who has
faced assassination attempts for refusing to back down on his inves-
tigation into that nation’s drug trade and its links to the highest ech-
clons of Mexican society.** Or compare Murdoch and Eisner to
Larisa Yudina, the Russian editor savagely murdered in a contract

the Patten book as - boring and beneath his staridards. {1Those stag-
dards had apparently been determined after the publication of the
Deng Xiaoping biography.) After an extraordinary public brouhaha,
Murdoch and News Corporation apologized for the cancellation and
reached a settlement with Patten, but his book would be published
by another press.2!® (It may be worth noting that this incident was
ignored in the newspapers and news media owned by News Corpo-
ration.)?"* Following this episode, Murdoch was appointed to be one |

of fourteen “captains of industry” who would advise the new Hong
t.215

Kong government on how to lure international investmen
But Murdoch hardly will be deterred by a little bad publicity. Man-
darin-language Phoenix Television, in which News Corp. has a 45
percent stake, signed major deals to gain clearance on Chinese cable .
television systems in 1997 and 1998, with the tacit approval of the
Chinese leadership.?'® And industry observers claim Phoenix “has -
made significant progtess in capturing advertising,'" As the Financial
Times put it, Phoenix “enjoys rare access into China, which has been
denied to other foreign broadcasters.”® In May 1998 Murdoch won
another major victory when his Chinese partners in Phoenix Televi-
sion won effective control of Hong Kong’s second (of two) terrestrial
broadcast stations.”?? Some sense of Phoenix’s “journalism” came
when a Phoenix reporter prefaced a question to Chinese premier Zhu
Rongil with the words: “You are my idol.”?" In December 1998, -
Murdoch had a well-publicized visit with Jiang Zemin, worthy of a
head of state. As a result, observers noted that Murdoch’s fortunes
wete “dsing fast in the Hast””??! In stunning contrast, at the exact
moment Murdoch was breaking bread with the Chinese leadership,
three of China’s foremost prodemoctatic activists — who advocated
free clections, new political parties, free speech, and independent
trade unions — were given long ptison sentences in the toughest
crackdown on political dissidents since 1989.% i

PART 1 ¢+ POLITICS

killing, Whose CHmE Was reporting the corruption of her local gov-
ernment.*® Across the world there are numerous examples of heroic
journalists, risking life and limb to tell the truth about the powets
that be. The Brussels-based International Federation of Journalists
reports forty-one journalists murdered wotldwide in the line of duty
in 1997, and 474 since 1988.2° The US.-based Committee to Protect
Journalists reported twenty-six journalists murdered worldwide in
1997, with another 129 cases of journalists wrongly tmprisoned for
going about their work.??” But only in rate instances are these mur-
dered and imprisoned journalists in the direct employ of the media
giants.”* One might posit that thugs and tyrannical governments are
afraid to mess with reporters from powerful media corporations, so
they concentrate on hassling the small fry. But if that was the case,
why don’t the types of stoties that these martyts were investigating
get sustained attention in the corporate giants’ media? The truth is

that Baruch Ivcher, Jests Blancornelas, Larisa Yudina, and their ilk
may be courageous journalists valiantly advancing the public interest,

but they lack what it takes to become successful in the brave (new)
world of commetcial journalism.?

It was ironic, indeed, when the Wosld Bank in 1998 attributed the
econormic crisis in Asia to the lack of a “freer, more aggressive and
more critical news media in the region” that would “put a brake on
government corruption and so-called crony capitalism.” The bank’s
own policies had been instrumental in assuring that no such media
and no such journalism could possibly exist.2*

Conclusion

As with the United States, it does not have to be this way. The
“wild card” in the global media deck are the people of the wotld —

THE MEPIA SYSTEM GOES GLOBAL




people constituted as organized citizens rather than as passive con-.
sumers and couch potatoes. It may seem difficult, espectally from the
vantage point of the United States and other wealthy nations, to see-
much hope for public opposition to the global cotporate media sys-

tem. As one Swedish journalist noted in 1997, “Unfortunately, the -
trends are very clear, moving in the wrong ditection on virtually ev-
ery score, and there is a desperate lack of public discussion of the
long-term implications of current developments for democracy and

accountability.”?! And, as discussed above, this political pessimism is
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precisely the type ot political culture necessary for a neoliberal-eco=
nomic order to remain stable.

But there are indications that progressive political forces in na-
tions around the wozld are increasingly making media issues part of
their political platforms. (I discuss some of these activities in the
conclusion.) As the global media system is increasingly intertwined
with global capitalism, their fates go hand in hand. And despite
much blathering about the “end of history” and the triumph of the
market in the commercial media and among western intellectuals, the
actual track record is quite dubious. Asia, the long celebrated tiger of
twenty-first-centuty capitalism, is now mired in an economic depres-
sion, Latin America, the other vaunted champion of matket reforms
since the 198cs, has seen what a Wotld Bank official terms a “big in-
crease in inequality.”?* The ecologies of both regions are little shozt
of disastrous. “The international economy, outside of the United
States and Europe — perhaps 50% of the world,” one economist
noted in 1998, “is already experiencing a downturn that is worse than
any that has occurred since the 193087 If this generates anything -
remotely like the political responses that emerged in the 1930s, all
bets will be off concerning the triumph of neoliberalism and the
global media market.

PART I ;3 POLITICS

CHAPTER 3
WILL
THE
INTERNET
-SET US
FREE?

The picture I present in chaptess 1 and 2 is
one of a starkly antidemocratic media system. Dominated by a hand-
ful of massive firms, advertisers, and the firms’ billionaire owners,
the system is spinning in a hypetrcommercial frenzy with little trace
of public service, or public accountability. For decades, in the United
States at least, the antidemocratic implications have beén down-
played or ignored by the commercial media system’s defenders. We
should rejoice with this system, we have been told, because the
government’s role is minimal and this is exactly what the Founding
Fathers intended with the First Amendment to the Constitution. Or,
we are told, this is a truly fair and democtatic media system that is ul-
timately controlled by the people because competition in the market-
place forces the media giants and advertisers to “give the people
what they want.” T addtess both of these arguments elsewhere in this
book, especially chapters 1 and 6.!

In the 19908 a new argument has emerged, the effect of which is
to suggest that we have no reason to be concerned about concen-
trated corporate control and hypercommercialization of media. This
is the notion that the Internet, or, more broadly, digital communica-
tion netwotks, will set us free. This is hardly an unprecedented argu-
ment; every major new electronic media technology this century,
trom film, AM radio, shortwave radio, and facsimile broadcasting to
FM radio, terrestrial television broadcasting, cable TV, and satellite
broadcasting, has spawned similar utopian notions. In cach case, to
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