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Summary

Over the past decade, economists have been working increasingly on media bias; its forms, its caus-
es, and its consequences, particularly in the ambit of news markets. Political slant is considered the
most prominent form of media bias, but the literature also addresses biases related to advertising,
newsworthiness, accessibility, and negativity. The origins of such biases can be found in the supply
and demand side of the news market. Examples for supply-driven bias relate to the influence of lob-
bies, interest groups, advertisers, newsmakers, or technological conditions. Demand-driven bias is
usually caused by the preferences and beliefs of the audience, which media companies cater to in
order to maximize profits. The literature has also been investigating the consequences of media bias,

such as effects on welfare, voting behavior, and political decision makers.

The network encourages its members to address research gaps in this area. An important goal is the
support and integration of young researchers by connecting them with more experienced economists,
both within Germany and internationally. As one of its main activities, the network organizes annual
workshops at alternating locations.

Topic of the Network and State of the Art
Types and Measurement of Media Bias

Of the various forms of media bias recognized by the economic literature, the most important ones can
be classified into political bias, describing a situation in which news coverage favors one or another
side of the political spectrum; advertiser bias, occurring when media outlets change their news cover-
age to favor their advertising clients; newsworthiness bias, referring to the crowding out of certain cov-
erage due to a congestion in the news agenda; accessibility bias, relating to media effects caused by
varying access to media; and negativity, referring to situations in which media disproportionately focus
on bad economic developments and events.! The main mechanisms, in the process of news produc-
tion, behind most forms of bias are the selective omission of information, the selection of issues and
agendas, and the linguistic, visual, and contextual framing of issues and actors (Prat and Strémberg,
2013; Sobbrio, 2013; Gentzkow, Shapiro, and Stone, 2015).

" This proposal focuses on the forms of media bias that are most commonly addressed in the economic literature.
Communication, media, and political sciences often consider further types of bias, which are not discussed explic-
itly in this proposal. Examples of further biases relate to violence, sensation, scandal, mainstream, or elites (see,

for instance, the meta-analysis in D’Alessio and Allen, 2000).



In the empirical literature, political bias has been measured by exploiting the dichotomy of the US two-
party system. Observable differences between Democratic and Republican politicians and policies are
used as a reference point, which is compared to corresponding news coverage. For example, Grose-
close and Milyo (2005) determine the frequency with which Democratic and Republican members of
US congress cite ideological think tanks and interest groups. The authors then compare these fre-
quencies with the number of times the same groups are cited by the media to calculate ideological
scores for different media outlets. Based on these scores, they are able to provide a conservative-
liberal ranking of media outlets. Other approaches compare characteristic phrases (Gentzkow and
Shapiro, 2010; Greenstein and Zhu, 2012) or core topics (Larcinese, Puglisi, and Snyder, 2011; Pu-

glisi, 2011) of Democratic and Republican politicians with those used by newspapers.

Empirical studies on advertiser bias evaluate the amount and valence of news coverage about com-
panies or institutions that are simultaneously advertising clients. For instance, Reuter and Zitzewitz
(2006) compare investment companies’ advertising expenditures in US financial media, with the rec-
ommendations of their products, published by these outlets. The authors find a positive relationship,
which suggests that the media outlets under consideration are more likely to recommend the products
of their advertising clients over those of other investment companies. Gurun and Butler (2012) find a
similar relationship between local media and local firms, by which media coverage of advertising cli-
ents includes negative terms less often. Dewenter and Heimeshoff (2014, 2015) show that car manu-
facturers are more likely to be reviewed by German car magazines if they are advertising clients, with
their reviews being more favorable. According to Focke, Niessen-Ruenzi, and Ruenzi (2015), US
newspapers not only report more positively about their advertising clients, but also more frequently
and in longer formats. Gambaro and Puglisi (2015) are able to quantify this relationship for the Italian
press. Their estimates suggest that an increase in monthly advertising of 75,000 euro is associated
with eight additional articles about the corresponding company. Di Tella and Franceschelli (2011)
show that advertiser bias is also possible in the case of public advertising clients. Their findings indi-
cate that the likelihood of Argentine newspapers to report government corruption is negatively corre-

lated with the amount of government advertising in these newspapers.

News coverage can be subject to newsworthiness bias. The corresponding literature addresses situa-
tions in which the amounts of reports on identical events vary, depending on the availability of other
newsworthy material. In their seminal paper, Eisensee and Strdmberg (2007) show that news cover-
age of natural disasters is crowded out when the news agenda is congested. During the Olympic
Games, for instance, the likelihood that a disaster is covered decreases, compared to that of an iden-
tical disaster occurring at a different time. Other examples of this kind of bias relate to the impact of
news pressure on coverage of military conflicts (Durante and Zhuravskaya, 2015) and election cam-

paigns (Garcia-Jimeno and Yildirim, 2015).

The literature that refers to accessibility bias addresses differences in the access to certain media.
That is, bias is captured by comparing population groups that have access to groups that are excluded
from the consumption of news. This kind of bias can be observed when new media are introduced and

geographical or technological reasons cause variation in the access to the new technology. For in-



stance, between the 1920s and 40s, the successive introduction of radio allowed some people to con-
sume information of a new quantity and quality earlier than others (Strémberg, 2004a). The same
phenomenon could be observed regarding the expansion of newspapers (Gentzkow, Shapiro, and
Sinkinson, 2011), television (Gentzkow, 2006; Baker and George, 2010; Campante and Hojman,
2013), and high-speed Internet (Falck, Gold, and Heblich, 2014).

Empirical studies on negativity consider media bias by comparing economic news coverage with actu-
al economic events or developments. This strand of literature suggests that reports on the economy
are often disproportionately negative. For example, a rise in the German unemployment rate by 1 per-
centage point causes more reports about increasing unemployment than an equivalent decline induc-
es positive articles (Garz, 2013, 2014). Similar evidence exists regarding the inflation rate (Soroka,
2006), the foreign exchange rate (Taborda, 2013), as well as job creation and destruction (Friebel and
Heinz, 2014; Heinz and Swinnen, 2015).

Causes and Consequences of Media Bias

Media bias can be caused both in the supply and in the demand side of the news market; in the first
case, modeled as the result of personal views and interests of journalists, editors, and media owners
(Baron, 2006; Anderson and McLaren, 2012). Other supply-driven models consider external factors,
such as the government and lobbies (Baron, 2005; Besley and Prat, 2006; Sobbrio, 2011). Moreover,
bias might be caused in the supply side if media omit or emphasize certain information according to
the preferences of their advertising clients (Ellman and Germano, 2009; Blasco and Sobbrio, 2012;
Petrova, 2012; Germano and Meier, 2013; Guo and Lai, 2014).

Models of demand-driven bias consider media outlets that slant contents towards the prior beliefs and
preferences of their audiences, as a means of profit maximization (Mullainathan and Shleifer, 2005;
Gentzkow and Shapiro, 2006; Chan and Suen, 2008). For example, newspapers with a conservative
audience will report more favorably about Republican politics, while newspapers with a liberal audi-
ence slant their coverage towards Democratic views (Gentzkow and Shapiro, 2010). Models of de-
mand-driven bias can also explain negativity, because negative reports usually have a greater news

value to the audience than neutral or positive coverage (Arango-Kure, Garz, and Rott, 2014).

Various consequences of media bias have been discussed in the economic literature. For instance,
biased news coverage is assumed to affect economic perceptions and expectations (Soroka, 2006;
Garz, 2013), news consumption patterns (Alaoui and Germano, 2014), and consumer welfare in gen-
eral (Chan and Suen, 2008; Chan and Stone, 2013; Gentzkow, Shapiro, and Sinkinson, 2014). Biased
reporting might also influence elections and political outcomes (Stromberg, 2004b; Besley and Prat,
2006; Bernhardt, Krasa, and Polborn, 2008; Chiang and Knight, 2011). As a recent study by Prat
(2014) suggests, each of the three major US news conglomerates — which are known for their slanted

coverage — has the potential power to swing a presidential election.

However, the main challenge of empirical research is the credible identification of cause and effect.

The relationship between real world events and news coverage is theoretically ambiguous. It is not



clear a priori, whether media bias changes attitudes and behaviors, or whether beliefs and prefer-
ences result in biased coverage. Convincing identification strategies that use exogenous sources of
variation can be classified as follows:

e Unpredictable and predictable news events: Eisensee and Strémberg (2007) show that US re-
lief for natural disasters depends on the availability of other newsworthy, exogenous events.
The random crowding out of disaster coverage leads to random differences in US relief for
equivalent disasters. Durante and Zhuravskaya (2015) show that Israeli attacks in the Israeli-
Palestinian conflict are more likely to occur when the US news agenda is expected to be dom-
inated by other important events. Garcia-Jimeno and Yildirim (2015) use the occurrence of
sports events as exogenous variation in newspapers’ capacity to cover election campaigns,
which allows the authors to study cause and effect in the strategic interaction between candi-
dates and media.

e Natural and field experiments: DellaVigna and Kaplan (2007) and Schroeder and Stone (2015)
use the successive but random entry of Fox News into US cable markets to investigate the ef-
fects of political bias on electoral outcomes and political knowledge, respectively. Other stud-
ies provide evidence of causal effects on people’s attitudes and voting behavior by using vari-
ation in the geographical availability of radio or TV signals (Enikolopov, Petrova, and
Zhuravskaya, 2011; DellaVigna et al., 2014; Adena et al., 2015). Durante and Knight (2012)
show how an exogenous switch in the political bias of Italian public television affected the
viewing patterns of news consumers. Finally, Gerber, Karlan, and Bergan (2009) identify me-
dia effects in a controlled field experiment.

e Random technological conditions: Falck, Gold, and Heblich (2014) use random differences in
the roll-out of high-speed Internet in Germany to show that Internet availability had negative
effects on voter turnout, due to changes in the consumption of hard and soft news. Martin and
Yurukoglu (2014) use the default order of channel positions as provided by cable networks to
identify considerable effects of watching biased news on voting intentions.

e Congruence between media markets and political/judicial districts: To identify media effects on
political accountability, Snyder and Stromberg (2010) evaluate how well local news markets
match US congressional districts. Local news markets that exhibit a high geographical con-
gruence with a congressional district are characterized by larger amounts of political news,
which leads to better informed voters, greater degrees of political accountability, and superior
policies. Lim (2015) and Lim, Snyder, and Strémberg (2015) use the congruence between
news markets and judicial districts to identify media effects on sentences and damage awards.

e Exogenous consumer characteristics: Gentzkow and Shapiro (2010) use the religious affilia-
tion of news consumers as an instrument for political attitudes to show that political bias in lo-
cal newspaper markets is driven by the demand side. Garz (2015) considers biological, evolu-
tionary, and socio-cultural factors that cause news consumers to differ in information-
processing predispositions to explain the consumption of opinionated versus balanced cover-

age.
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