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The media market and the battle for increasingly rare
exclusive eyeballs

The battle for ‘exclusive eyeballs’ among media platforms explains the sharp decrease in advertising revenues for
mainstream media over the last 10 years. Remarkably, the battle also generates more media diversity, since it
becomes more profitable for media platforms to differentiate themselves to reach new audiences. This may result in
greater polarisation and less duplication of content for the mass market. However, media diversity may at the same
time lead to media echo chambers, since media platforms may try to create an exclusive audience not reached
elsewhere.

One of the most famous scenes from the fabulous British TV comedy “Yes, Prime Minister” nicely illustrates how
polarised the newspaper business used to be in many countries (the episode “A Conflict of Interest” from 1987). It
starts out with Sir Humphrey (put the accent on that): “The only way to understand the press is to remember that they
pander to their readers’ prejudices,”

Jim Hacker (the “Prime Minister”) directly replies, “Don’t tell me about the press. | know exactly who reads the
papers. The Daily Mirror is read by the people who think they run the country. The Guardian is read by people who
think they ought to run the country. The Times is read by the people who actually do run the country. The Daily Mail
is read by the wives of the people who run the country. The Financial Times is read by people who own the country.
The Morning Star is read by people who think the country ought to be run by another country. The Daily Telegraph is
read by the people who think it is.”

This polarisation is in sharp contrast to what we typically have seen for radio and TV channels. Commercial firms that
rely on advertising revenue have had strong incentives to focus on the mass market. By doing this they can reach a
big audience and sell a large number of eyeballs to the advertisers. If most media firms choose profiles to maximise
their reach, media diversity might be lost. As Bruce Springsteen described it: Fifty-seven channels and nothin’ on.

TV channels have stacked reality series on top of each other in their fight for broad appeal. The hunger for the mass
market also led local newspapers to choose profiles that scared no one but were efficient in attracting large
readerships. Indeed, it became so important to be big in the ad market that the winner often took it all; we ended up
with local newspaper monopolies that had something close to monopoly in the ad market.

Over the last decade or so, this monopoly power over advertisers has eroded. Not least due to programmatic
advertising, the same local eyeballs can be reached through Facebook, Google and even foreign newspapers.
Consequently, small local newspapers in Bergen or Virginia compete for local advertisers with Google, Facebook
and the New York Times.
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This increased competition for advertisers can explain the sharp decrease in advertising revenues for mainstream
media over the last 10 years. Exclusive eyeballs could be sold to advertisers for a higher price than eyeballs that are
reached by several channels, but exclusive eyeballs have become much rarer than they used to be. One reason for
this is that digital media platforms know the geographical location of the consumers who visit their websites. An
advertiser can thus book an ad in any online newspaper (or social media such as Facebook) and request that the ad
be shown only to customers in, say, Norway.

Suddenly the whole world can compete to sell ads that were previously effectively reserved for a local Norwegian
newspaper. When the product — in this case, readers’ attention — has gone from being unique to becoming
something that many can offer, pricing must change accordingly.

This gives rise to incremental pricing: the local newspaper cannot charge the advertiser more than it is willing to pay
to reach a consumer in that newspaper over and above Facebook. The decrease in ad revenues for traditional
newspapers may therefore be explained by the huge proliferation of alternatives for advertisers. Lower media
consumption is not the reason. In the UK, for instance, total media consumption rose from 9 hours per day in 2010 to
more than 11 hours in 2014 (Source: Ofcom).

The battle for exclusive eyeballs also affects media content and media diversity. Apparently, advertising-financed
media firms have focused on the mass market because they have wanted to reach a large number of eyeballs. This
may change. The reason is that media channels want to chase exclusive eyeballs by focusing on reaching specific
groups not reached elsewhere. Media need to offer something unique and different. Media may now want to
specialise content instead of aiming for the mass market. They do so by reaching the audiences that their
competitors do not reach.

Put differently, media may attempt to be in the previous position of British newspapers in order to offer exclusive
eyeballs to advertisers. This may result in greater polarisation and less duplication of content for the mass-market.
Media may want to facilitate echo chambers, not to prevent their audience to achieve a second opinion, but to have
exclusive eyeballs to offer advertisers. Jim Hacker's media picture might become the norm also in segments that
were previously served by media firms focusing on the mass market. It could even turn out to make economic sense
to choose profiles like Morning Star and Breitbart.

dodd

Notes:

 This blog post is based on the authors’ paper Competition for advertisers and for viewers in media markets,
The Economic Journal. Vol. 128, pp. 34-54, February 2018.

e The post gives the views of its authors, not the position of LSE Business Review or the London School of
Economics.

e Featured image credit: Photo by bark, under a CC-BY-2.0 licence

* When you leave a comment, you’re agreeing to our Comment Policy

Simon P. Anderson (University of Virginia). Anderson’s field of research is microeconomics, industrial
organisation and media economics. He has published in several top-ranked journals like American
Economic Review, Econometrica, Journal of Political Economy and Review of Economics Studies.

Gystein Foros (NHH Norwegian School of Economics). Foros’ area of expertise is
media economics, industrial organisation and network economics. He has published in
e.g. Management Science, Economic Journal, RAND Journal of Economics and
International Economic Review.

Date originally posted: 2018-03-06
Permalink: http://blogs.Ise.ac.uk/businessreview/2018/03/06/the-media-market-and-the-battle-for-increasingly-rare-exclusive-eyeballs/

Blog homepage: http:/blogs.Ise.ac.uk/businessreview/


http://onlinelibrary.wiley.com/doi/10.1111/ecoj.12428/full
https://www.flickr.com/photos/barkbud/4140020420
https://www.flickr.com/photos/barkbud/
https://creativecommons.org/licenses/by/2.0/
http://blogs.lse.ac.uk/businessreview/comment-policy/

LSE Business Review: The media market and the battle for increasingly rare exclusive eyeballs Page 3 of 3

Hans Jarle Kind (NHH Norwegian School of Economics). Kind’s area of expertise is media
economics, industrial organisation, R&D and international economics. He has published in e.g.
Economic Journal, Marketing Science, RAND Journal of Economics and International Economic
Review.

Date originally posted: 2018-03-06

Permalink: http://blogs.Ise.ac.uk/businessreview/2018/03/06/the-media-market-and-the-battle-for-increasingly-rare-exclusive-eyeballs/

Blog homepage: http:/blogs.Ise.ac.uk/businessreview/



	The media market and the battle for increasingly rare exclusive eyeballs

