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Media economics is the study of how economic and financial pressures affect a variety of communications activities, systems, organisations and enterprises, including media and telecommunications.

In a technical sense there is no such thing as media economics because it implies that the economic laws and theories for media are different than for other entities. Media economics is a specific application of economic laws and theories to media industries and firms, showing how economic, regulatory, and financial pressures direct and constrain activities and their influences on the dynamics of media markets.

The field of inquiry is concerned with how these forces affect the kinds of media and communications available in society. It focuses on the way media behave and operate, explores the kinds of structures and content these forces create, and considers the implications of these factors on culture, politics, and society as a whole, and the role of media and communications in economic and social development. 

Researchers in the field believe that financial and economic concerns are central to understanding communications systems and firms and to the formulation of public policies regarding communications.
History of the Discipline

Since the beginning of the study of communications, attention has primarily focused upon the roles, functions, and effects of communications. When media and other communications enterprises were studied, they were explored as social institutions and much of the focus was on the social, political, legal, and technological influences on the enterprises and their operations. 

In the past scholars ignored, or only lightly attended to, the effects of economic forces. This should not come as a surprise to anyone familiar with the history of communications inquiry. Communications scholars initially came from the disciplines of sociology, psychology, political science, history, and literary criticism and then passed on their approaches to studying media to new generations of communications scholars that were produced during the second half of the twentieth century.

Media entities themselves permitted this lack of scholarly interest in economics and management because—for most of their history—large numbers of media executives had not considered media to be business enterprises. This is not to say that there were no commercial aspects. Many owners, however, operated publications and small commercial radio and television stations as a means of making modest livings, while enjoying a great deal of rewards from playing influential roles in the social, political, and cultural lives of the communities and nations in which they were published. Worldwide, public service and state-operated radio and television had operated outside the realm of the market economy, funded by government or legally required license fees and often protected by monopoly status.

In the second half of the twentieth century, media of all kinds began taking on stronger commercial characteristics as their ability to produce large incomes increased with the explosion of advertising expenditures. Newspapers and magazines prospered, commercial radio and television became highly profitable, and even some public service broadcasters began accepting advertising as a means of increasing their revenues.

These changes and the competition to existing media created by additional competitors and newer media began creating new business and economic issues at the enterprise, industry, and social levels. Scholars, however, were slow to develop interest in these areas. Although a handful of economists began occasional inquiries, communication scholars generally ignored the phenomena.

Given the history of the discipline, communications departments and colleges in universities traditionally did not have courses in media economics. Only rare seminars on its concerns appeared and these were typically in economics departments and business colleges. Thus, little formal study of economic aspects has been offered to those who work in and operate media firms. This is not to say that economics and finance never caught the attention of communications educators, but that the topics were handled with brevity, in a disorganised fashion, and without depth and understanding. Only a few economics concerns would be haphazardly touched upon in communications history courses, media and society courses, communications law courses, and the limited number of media management courses offered worldwide. For the most part the approach to these topics in those courses was polemical rather than substantive, and it was often inappropriate for explaining modern communications developments.

The result of this situation was that many communications scholars and--unfortunately--many of those who rose to positions in the management of communications enterprises or in government policy making agencies had relatively little understanding of even basic economic forces affecting communications. 
In the 1970s an increasing number of economists and business scholars began exploring media, especially as the result of changes leading to the development of cable television and problematic trends appearing in the newspaper industry. A few communications scholars with economic and business backgrounds began contributing their knowledge to understanding of media.
One of the earliest contributions in book form was made by Nadine Toussaint Desmoulins in France, who wrote the first known volume to specifically analyse media industries from the economic viewpoint (Toussaint Desmoulins, 1978). Alfonso Nieto produced early works on the magazine press in Spain (Nieto, 1968, 1973) and a Spanish text on media economics was published in 1985 (López). In the United States, the work of Owen, Beebe, and Manning contributed an influential volume exploring economic issues in television (Owen, et. al, 1974) and Owen (1975) explored the implications of economics on media and expression. Benjamin Compaine published a volume on the economics of book distribution (Compaine, 1978) and then edited seminal volume on ownership of U.S. media and communication firms (Compaine, ed. 1979).

It was not until the 1980s, however, that communications schools themselves began to give economic and financial forces and issues the significant attention that was due. Since that time, a coherent and growing body of knowledge about economic issues and problems and the financial strategies and behaviour of communications enterprises has developed. That literature has begun to help explain how economic and financial forces and strategies affect media developments and operations.

This new avenue of inquiry has begun to significantly alter the imbalance that ignored the role of communications enterprises as business and financial institutions. In a relatively short period of time, a great deal of explanatory material and research provided the foundations for descriptions of communication business organisations and operations, methods of competition between media enterprises, choices of consumers and producers of communication products, and a broad range of economic and financial problems and performance issues, especially in the areas of concentration and monopoly. 

Excellent analyses have considered the political economy of communications enterprises and its effects on society and vice versa (Dyson and Humphries, 1990; Garnham, 1990; and Mosco and Wasco, 1988). Several significant economic texts have emerged in the field, exploring the economic structure and organisation of various communication industries (Picard, 1989; Alexander, et. al 1993 [2nd ed., 1998]; Toussaint Desmoulins, 1996; Albarran, 1996), focusing on economic issues in media worldwide (Albarran and Chan-Olmsted, 1998) and in specific communication industries (Owens and Wildman, 1992; Picard, et al., 1988; Collins, Garnham and Locksley, 1989; Dunnett, 1990; McFadyen, Hoskins, and Gillen, 1980; Noam, 1985; Schmalensee, 1981; Vejanouski and Bishop, 1983; Webb, 1983; and Lacy and Simon, 1988), and revealing how basic economic laws  and principles can be applied to the study and operation of media and media firms (Picard, 1989  and 2002). 

Although interest in media economics was growing in the 1980s, the number of scholars active in the field was still limited and they were widely dispersed geographically and located in range of academic programmes including journalism, broadcasting, communications, economics, business, and political science faculties. It was rare for more than one person in a faculty to share the interest.

Scholarship was presented in general meetings of a variety of associations represented by the disciplines of those involved and published in a wide range of journals. The relative isolation of scholars was ultimately broken by the creation of an informal network of scholars that crossed disciplines. Meetings of members of the network were facilitated by gatherings of the Telecommunications Policy Research Conference (an annual U.S. forum for telecommunications and information policy issues), meetings of the Management and Sales Division of the Broadcast Education Association and, ultimately, the Media Management and Economics Division of Association for Education in Journalism and Mass Communications.

In 1987 discussions among members of the network led to the establishment of The Journal of Media Economics, which published its first volume in the spring of 1988. Since that time it has become the primary journal in the field of media economics.
In 1999 the position of media economics was clarified further when JMM--International Journal on Media Management appeared with a clearer focus on managerial rather than economic issues. Further segmentation in the field is evident this year with the establishment of The Journal of Media Business Studies, which focuses more precisely on company issues.

The importance of journals in the fast-developing scholarship is seen in the fact that during the first decade of The Journal of Media Economics’ existence, citations in its articles were dominated by journal citations with 2½ as many citations for articles as books (Chambers, 1998).
In the 1990s media economics and management education expanded beyond coursework to include full programs of study including the Executive MBA programmes at Turku School of Economics and Business Administration in Finland, and MBA programmes at the University of St. Gallen, Switzerland, and Fordham University and Northwestern University, USA. Other master’s degree specialty programs were established at the University of Navarra, Spain, University of Southern California, and University of Stirling, Scotland.

Non-English textbooks on media economics expanded rapidly in the 1990s. Picard’s 1989 text was translated into Chinese and Korean, and original textbooks were published in French (Paul, 1991; Toussant Desmoulins, 1996; Le Floch & Sonnac, 2000), German (Bruck, 1993; Heinrich, 1995; Altmeppen, 1996; Karmasin, 1998), Polish (Kowalski, 1998), Russian (Gurevich, 1999), and Hungarian (Galik, 2001).
Because the field of inquiry is maturing, it is useful to step back from the increases in knowledge to gain a broader understanding of its scope and elucidate it for those new to the study of media economics.
Traditions in Media Economic Scholarship
Three traditions for the study of communications economics have emerged during the development of the discipline: a theoretical tradition, an applied tradition, and a critical tradition (see Table 1). The theoretical and applied traditions are often intertwined in the scholarship, but the critical tradition tends to stand aside from the others.
The traditions developed from undertaking media economics research based on different academic foundations and from focusing on different subjects and issues.
Table 1. Fields of Inquiry in Communications Economics

	
	Theoretical and Applied Traditions
	Critical Tradition

	Level of Analysis
	microeconomics
	macroeconomics
	meta

	Academic Foundations
	business economics and management
	economics and political economy
	communications, media studies and political economy

	Foci of Analysis
	communication firms and consumers
	communication industries, government policies, general economy
	communications systems, culture, government policies

	Issues Studied
	financial flow, cost structures, return issues, and decision making
	competition, consumption, efficiencies, and externalities
	social, political, and cultural effects of communications systems and policies


The theoretical tradition emerged from the work of economists who have tried to explain choices and decisions and other economic factors affecting producers and consumers of communications goods and services. This approach is primarily based on neo-classical economics and uses that approach to explain the forces that constrain and compel actions involving communications systems and media. It very often emerges in studies designed to support forecasts of the prospects and effects of development of media, designed to theoretically identify optimal choices for media operators, or designed to explore optimal outcomes for policy choices.  Important contributions in this tradition include Webb (1973), Owen, Beebe and Manning (1974) and Owen and Wildman (1992)

The applied tradition emerged from business economics and management departments at universities and from researchers for communications industry associations. It is now the most common approach found when media economics study is located in university communications departments. This applied tradition has often explored the structure of communication industries and their markets, with an emphasis on understanding trends and changes. It has often had a response orientation, designed to help lead to the development of strategies or policies for firms or government to use in controlling or responding to the changes in the economy and consumer behaviour. Studies using this tradition have explored consumer and advertising trends, specific firms, and sub-branches of the communications industries or the industries as a whole. Important contribution in this tradition include Compaine (1979), Picard (1989), Albarran (1996), Alexander, Owers, and Carveth (1998), and Picard (2002).

The critical tradition emerged from the work of political economists and social critics, primarily within communications studies, concerned about issues of welfare economics. These scholars have a strong cultural and social orientation that led to a focus on issues such as concentration and monopoly in communications, cultural effects issues, work and workers, and how society is being altered by shifts from the industrial to information economy. The approach is influenced by British cultural studies scholarship and neo-Marxist scholarship. Works by Mosco and Wasko (1988), Dyson and Humphrey (1990), and Garnham (1990) have been influential in developing this tradition.

The first two traditions have used both microeconomic and macroeconomic approaches to exploring communications institutions and interactions. The microeconomic approach focuses on market activities of producers and consumers in specific markets, both as individual and aggregate groups of producers and consumers. Macroeconomics explores the operations of economic systems, usually at the national level, but increasingly at regional and global levels as the nation-state become less the locus of economic activity. This latter approach is concerned with issues such as the production of goods and services, economic growth, employment, inflation, and public policies affecting markets.

Research using the microeconomic approach studies such issues as purchasing decisions, price behaviour, financial flow, cost structures, and issues of financial returns. Central to the viewpoint is the idea that media are economic institutions that cannot be understood without recognising that they operate in markets. They produce and market content to consumers and concurrently market opportunities for advertisers to reach those consumers. Macroeconomic-based studies consider issues such as competition and monopoly, effects of changes in the economy on consumption of communications products and services, and effects of government policies on communications industries.

Those who employ the critical approach to communications economics take a broader view that considers the overall effects of the economic, political and social bases of the communications systems and the constraints that are placed upon the systems. This approach explores the end results of those bases and constraints, identifies issues and problems arising from them, and seeks solutions--usually through public policies--to overcome deficiencies.
A tension between the proponents and practitioners of the three traditions is sometimes evident, but that conflict is unnecessary and counterproductive because each contributes evidence and explanation that makes the others stronger and provides context upon which each can build.

All three of these traditions provide means of analysing and understanding communications and methods and approaches that are useful to the discipline. Although some distinctions among the traditions will remain constant, an overlap of methods and approaches is beginning to emerge as those who have been trained or began their studies in each tradition find value and explanation in some of the works of the others.

Despite differences in traditions, common approaches are evident in media economics scholarship and they can be grouped together as industry and market studies, company studies, and effect studies (Table 2). These approaches provide basic means of analyses and measurement of economic behaviour in the industries and most use theories and techniques common in economic and business inquiry. In recent years a large number of industrial organisation studies have provided descriptive and explanatory information about media industries and firm behaviour.   Demand approaches have provided studies on consumer and advertiser behaviour. Efficiency approaches have explored the internal operations of firms. 

Table 2. Common Approaches to Studying Media Economics
	Industry & Market Studies
	Company Studies
	Effects Studies

	industrial organisation
	business strategy
	dependency

	demand
	company organisation and culture
	financial commitment

	forecasting
	cost structures
	quality and diversity

	consumer spending
	financing and investment
	globalisation and trade balances

	niche
	financial performance
	consumer and social welfare

	concentration
	productivity
	

	relative constancy
	diversification
	

	communications policy
	
	


A few, such as the niche, dependency, and political economy approaches, have been adapted from other fields of inquiry and the communications field itself has contributed the relative constancy and financial commitment approaches.

The list of approaches and methods of analysis are increasing as interest in media economics and the sophistication of the analysis increases. These approaches and others make it possible not only to gain an understanding of contemporary developments but also to make significant comparisons between specific communications industries and their problems and issues, and between strategies and performance of communications firms. They make it possible to compare companies by looking for factors, influences, and market mechanisms and processes that have created differences in success, by looking at differences in global and localised firms, or by comparing the behaviour of conglomerates and specialised enterprises. Such studies and many different variations will help provide better understanding of the operation and effects of communications firms, industries, and systems.

Contemporary Research Issues

Research in media economics today is being driven by massive changes in the nature of communications and the operations of communications systems and firms. Much of the research results from or focuses on changes in markets, changes in technology, changes in competition, increasing trade in communications products and services, capital flow into related industries, and changes in ownership.

The issues of changing markets result from alterations in the location and size of markets for communications products and services. Worldwide we are witnessing realignment and expansion of existing markets and the breakdown of traditional national markets. As a result, we are seeing the establishment of natural markets based on regional, continental, and global communications with less emphasis on the role of the nation-state in the markets. Two results of this change are that traditional public policy approaches to communications are becoming less effective and traditional industrial organisational analysis is not as useful as when geographic boundaries were clearer.

A great deal of change in communications is resulting from changing technologies and questions raised about those changes. The integration of telephone, computing, and broadcast technologies is changing the means of production and distribution of communications products and services by providing flexible, integrated, and multichannel capabilities. These changes raise significant questions about demand for technologies, distribution of and access to technologies, and the economic and social impact of these emerging and co-ordinated technologies.

Intensification of competition in communications is the inevitable result of changes in markets and new technologies. The changes have brought more media and communications systems that had been relatively protected from heavy competition into direct and, sometimes, fierce competition. These changes require companies and researchers to more clearly understand markets and competition and to find ways create clear niches and specialised services because substitutability of communications products and services is rapidly growing. It is also forcing the adoption of internal cost management strategies and productivity planning in media companies so firms can survive and adapt.

Because markets have expanded beyond the artificial borders of nation states, issues of trade in communications products and services are playing an increasingly important role in global politics. Concerns over trade barriers, protection of copyrights and trademarks, and whether communications should be considered as goods and services under bilateral and multilateral trade agreements are leading to significant international debate.

The flow of capital into communications firms has increased as state entities have been privatised, and relatively small communications firms have grown large after seeking capital in stock markets. Questions over where and how capital is flowing globally, the roles of institutional investors, foreign ownership of communications, governance, and global concentration and monopoly are being increasingly raised.

Summary

The need for media economics scholarship is growing concurrent with the growth and change in media and communications activities. In developed nations the rise of enormous commercial enterprises in communications, the rapid development of new electronic communication systems, and the commercialisation of broadcasting are dramatically changing the communications landscape and the economic and financial pressures on media and communication systems. In Central and Eastern Europe changing market conditions caused by political changes in the late 1980s and early 1990s forced economic and financial concerns regarding media to the forefront. In Asia, heavy investment in communications systems and the manufacturing of media and communications equipment in countries such as Japan, South Korea, Singapore, China, and India, Malaysia, and Thailand are radically altering domestic communications. In many parts of the world media and communications systems still need a great deal of development and there is a need to understand internal economic and financial forces but also how developed nations affect communications and media product and service availability worldwide.

These needs have led to increased emphasis on economics in journalism and communications education in Western nations. In many universities it has led to specific courses on media economics and the integration of economic and financial topics into existing media and society and media management courses. In economics and business schools, research groups and courses focusing on media communications are expanding and contributing to the growth of media economics education.
In the past three decades, the discipline has shown itself to be intellectually robust, durable and central to the missions of a variety of types of educational institutions. Its ability to explain media and communication developments make it an essential discipline for analysing activities in the field, for improving practices in media and communications firms, and for helping policymakers fashion effective means to achieve desirable outcomes.

Now well past its introduction and development stages, the media economics discipline is maturing and spreading worldwide. It is doing so because of it provides profound insight that is built upon solid theoretical bases and can be observed and tested in the media and communications environment. 
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