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The project examines how the Internet has transformed the way news is produced and disseminated,
namely through its influence on traditional media, and its ultimate effect on media independence and
content quality. To this end, I tackle two distinct but intertwined questions. First, I study how lower
advertising revenues affect newspapers’ organization and content quality by exploiting the staggered
introduction of advertising platform Craigslist across the US. Second, I examine how media dependence on
advertisers influences news bias by testing the relationship between advertising spending by car
manufacturers and coverage of car safety recalls in US newspapers. My results will shed light on the deep
transformations the media industry is undergoing and their implications for the quality of democracy.

Part 1

Part 2

Objective: to investigate how increased competition from
online platforms, and the subsequent decline in advertising
revenues, have affected the organization and quality of
traditional media, particularly local newspapers.

Objective:

Empirical approach: to isolate the effect of the entry of online
competitors from other confounding factors, we look at the
staggered introduction of Craigslist – the world’s largest online
platform for classified ads – which quickly disrupted the local
market for classified ads, that had until then been a lucrative
niche for local newspapers. In particular, our empirical strategy
exploits differences in the timing of the introduction of
Craigslist local websites across US media markets since 1996,
which, conditional on Internet penetration and key population
demographics, appears to have been largely idiosyncratic
(Kroft-Pope, 2014; Seamans-Zhu, 2014). In addition, it also
exploits differences across local newspapers in pre-Craigslist
reliance on classified ads, a measure of the outlet’s
vulnerability to the new entrant. Specifically, we will implement
a difference-in-difference approach, by comparing the evolution
of newspapers that relied more and less heavily on classified
ads (“treated” vs. “control” groups), between the periods
before and after the entry of Craigslist. To explore the shortand long-term effects of Craigslist’s competition on local
papers, we will look at various aspects of their organization: i)
advertising rates and circulation, ii) the size and composition of
newsroom workforce (based on the number and job titles of
newspapers’ staff), iii) the distribution of editorial staff across
different topical areas (e.g., politics vs. entertainment, and local
vs. national news). To assess the impact of online competition
on content quality, we will look at the evolution of: i) staff
workload (proxied by the number of articles signed by each
reporter), ii) accuracy of reporting (measured by the number of
corrections of past errors), and iii) originality of content
(measured by the presence of text segments copied verbatim
from news-wire articles or corporate press releases).
Progress: we are currently advancing on the data collection
phase, which, due to the considerable amount and variety of
data to be gathered, has been rather tedious and slower than
expected.

To study to what extent mass media slant content in favor of advertisers,
by studying the relationship between advertising spending by car
manufacturers and news coverage of car safety recalls in the United States.
Empirical approach:
To disentangle whether newspapers bias content to meet the demands of
advertisers or to cater to the preferences of consumers we look at news
coverage of car safety recalls in U.S. newspapers since in this context the
preferences of advertisers (for less coverage of discreditable incidents) and
those of consumers (for more information about safety risks) should affect
content in opposite directions. Our analysis focuses on the 100 largest car
safety recalls (in terms of the number of vehicles affected) issued between
2000 and 2014 by the U.S. National Highway Traffic Safety Administration
(NTHSA). For each recall, we collect information on the date, make and
model(s), the number of vehicles potentially affected, nature of the
defect(s) and associated safety risks. Regarding news coverage, for each
recall, we collect data on all articles about car recalls published in over 130
U.S. daily newspapers, both national and local, available from the
Newslibrary.com database. For each article, with the assistance of human
analysts and the use of sentiment analysis algorithms, we code key
qualitative aspects such as the general tone and mentions to accidents and
fatalities. With regard to advertising, we acquire data on monthly
advertising spending on all U.S. newspapers, by both national car
manufacturers and local car dealers, available from Kantar Media’s
Ad$Spend. Finally, to assess the impact of consumers’ demand on news
coverage of recalls, we will collect information on vehicle ownership by
make at the media market level, available from the National Household
Travel Survey for the years 2001 and 2009. The availability of recall-specific
data allows us to estimate the impact of ad spending on news coverage,
controlling for advertiser-newspaper fixed effects and brand-specific local
demand. The availability of data for a 15-year period allows us to test
whether a potential pro-advertiser bias is driven by contemporaneous ad
spending or, alternatively, whether building a stable relationship with the
media, through years of regular and steady spending, allows advertisers to
be more influential when it matters. Crucially, we also investigate whether
competition for readers and for advertising revenues by other newspapers
and online platforms reduces or exacerbates pro-advertising bias.
Progress and results:
Most of the data collection and data analysis phases have been completed.
The results provide strong support for our hypothesis. First, we find that
newspapers on which a given manufacturer advertised more over the
previous two years are significantly less likely to write about recalls
involving vehicles produced by that manufacturer, and conditional on
writing about them, publish less articles. This effect is stronger for ore
serious recalls, i.e., affecting more vehicles and involving more serious
defects. Interestingly, only advertising spending in the 6 to 15 months
before a recall appear to influence news content, while spending in the
months immediately before or several years prior to a recall has no effect
(see Figure 1 below). In addition, the stability of the advertising relationship
over the previous two years, and not just the total amount spent, influence
news coverage of recalls. We also find that pro-advertiser bias is weaker in
markets with more newspapers, which indicates that competition for
readers has a disciplining effect. In contrast, we find that newspapers
experiencing financial distress due to increased competition for advertising
by online platforms are more vulnerable to the pressure of advertisers.
Deliverables:
The results of the analysis have recently been published as NBER Working
Paper #23940, and as a CEPR Discussion Paper #12366 (both attached). The
paper has recently been accepted for publication in Management Science.
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