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      Introduction: Beat the Press

    


    
      This book began as a series of essays on media criticism titled Beat the Press. We’d like to begin with an explanation of that title: what it means to us to beat the press in terms of theory, method, and practice. By “press,” we mean more than just journalism. We use the term to include our entire mediated environment: not only newspapers, but also broadcast and cable television, movies, music, books, the Internet, advertising, fashion, education, and the many other means we use to communicate. We use “beat” as a sensitizing concept, a qualitative research strategy suggested by Cliff Christians and James Carey, to “capture meaning at different levels and label them accordingly.”1 Christians and Carey liken this strategy to peeling “the onion of reality down to different layers.”2 Over the course of the twentieth century—and even more than ever at the dawn of the twenty-first—this “reality” has been defined by the mass media, which have in many ways usurped the traditional role of family, friends, and religion in shaping how we make sense of the events and experiences of our daily lives, so much so that we risk thinking of our mediated existence—and the particular form it has taken under global capitalism—as somehow natural or inevitable.


      In the first section of this chapter, we use a number of different meanings of the word beat to examine the emergence and development of the mass media, from the invention of the printing press to the weaving of the World Wide Web. We explore the growing influence of the mass media on our shared perceptions of reality and investigate some deeply held beliefs about the free press in the United States. In the second section, we briefly outline the tradition of mass communications theory and research. This is important because communications scholars have sought to study the role of media in society in a number of different ways and toward a variety of different ends. Our work is no exception. We conclude with a description of our approach and a survey of the wide range of local and global media texts we will examine as we attempt to “peel away the layers” in the chapters that follow.


      Meet the Press


      Under capitalism, the media are structured so that their primary goal is profit. This means beating the so-called competition, whether at the newsstand, box office, search engine, social network, or New York Times best seller list. For the news media, beating the competition involves a long history of getting the scoop, as in “You saw it here first.” The news business first emerged in the Italian city-states of the late fifteenth century with the rise of capitalism and the development of the modern printing press. Early printers found that there was a tidy profit to be made in providing merchant capitalists with news about markets and political conditions. The industrialization of the news business in the nineteenth century resulted in the transformation of news into a mass-produced commodity. With this development, the range and scope of news content expanded to cover a wider range of human events and social behaviors. Competition at the newsstand resulted in increased sensationalism and even fabrication of news. The motivation to get the scoop remains a dominant influence in the news business today, as evidenced by the premature projection of the results of the 2000 U.S. presidential election by television news networks. Although it is difficult to prove whether such broadcasts sway voter behavior, the election was nonetheless followed by congressional hearings at which network news directors promised yet again to regulate their election coverage more rigorously.


      The rise of the book publishing industry is also tied to the invention of the modern printing press and the rise of capitalism. As with the news business, book printing and publishing flourished in the capitalist city-states of late-fifteenth-century Italy, then spread throughout Europe. The earliest book publishers built their businesses with the publication of religious works, classic Greek and Roman texts, government documents, and educational materials. As Elizabeth Eisenstein discovered, however, printers soon found that there was a lucrative market for “scandal sheets, ‘lewd Ballads,’ ‘merry bookes of Italie,’ and other ‘corrupted tales in Inke and Paper.’”3


      The book publishing industry became increasingly industrialized in the nineteenth century during what is known as the great age of the European novel. As in the newspaper industry, mass-produced novels took a new look at everyday human existence within the evolving social context of urbanization and industrialization. In the 1920s and 1930s, the book industry turned to the mass production of books based on formulas such as the western, detective story, science fiction, and romance. The modern publishing industry took shape in the 1960s, as large industrial conglomerates began buying up publishing houses and putting them on strict profit plans. This meant reducing risks by developing and promoting a stable of star authors—the Stephen Kings, Danielle Steels, Michael Crichtons, and J. K. Rowlings of the business. Prolific and predictable, such stars guaranteed best sellers—as well as television and movie deals—on a regular basis.


      Celebrity authors are not the only ones who command million-dollar advances from publishers. Public figures who write or ghostwrite manuscripts do so as well. For example, Simon & Schuster agreed to pay $8 million for Hillary Rodham Clinton’s autobiography, and Knopf Books (a division of Bertelsmann) promised Bill Clinton more than $10 million for his memoirs. The former president’s advance was the largest ever for a nonfiction book. More recently, memoirs by former first lady Laura Bush and former Alaska governor Sarah Palin made the New York Times best seller list and brought in big bucks. (A characteristic headline said “Sarah Palin: Going Rogue, Making Dough.”) The effects of the star system in publishing are highly significant. Paying a small number of authors large sums of cash makes the industry more concentrated, and the prospects for lesser-known authors much smaller. There is simply less money allocated to the development and promotion of their works.


      Five global media corporations dominated the book publishing industry at the turn of the twenty-first century: AOL Time Warner, Bertelsmann, Viacom, Pearson, and News Corporation. After the first decade, the top five media firms in terms of capitalization, revenue, conglomeration, and general domestic and global reach were Time Warner, Walt Disney Company, News Corporation, National Amusements (Viacom and CBS), and Comcast (after taking control of NBC and Universal Pictures). These five firms form an oligopolistic core that dominates much of the content we receive. Each sector of the media industry is also controlled by oligopolies, as we will see in the movie and music chapters (chapters 3 and 4). Concentration at the retail level exacerbates the situation of mainstream media control; for example, chain bookstores and superstores drove independent bookshops out of business. Then chain bookstores gave way to large retailers. Brick-and-mortar stores came to face the competition of Amazon.com and iPads. Readers have fewer choices, since large retailers, like publishers, concentrate on best sellers. Any additional titles they offer are usually determined by buyers at corporate headquarters, rather than chosen by store employees or customers. The serendipitous discovery of a little-known gem on the shelves of a book superstore is growing increasingly rare.


      According to Eisenstein, the printed book helped produce a revolutionary transformation in early modern Europe. The sheer abundance of texts proliferated new ways of thinking, leading Western civilization out of what was known as the Dark Ages. We may have an abundance of books today, but it takes work to find many that challenge existing ways of thinking or advance new ones. The book industry’s reliance on a handful of genres and a stable of stars leads to the regular publication of all-too-familiar works. The same goes for movies and recorded music.


      Both the movie and recorded music industries owe their origins to industrial capitalists of the late nineteenth century seeking to exploit new markets. They discovered the economic logic of capturing dramatic and musical performances on film or disc. The bulk of the costs of production went to staging and capturing the original performance; the costs of copying a movie or recording were miniscule by comparison. Film projection and recorded music quickly evolved from novelties found in arcades, nickelodeons, and vaudeville houses to become major entertainment industries in the mid-1920s. Motion picture palaces such as New York’s Roxy Theater had more than six thousand seats. In the 1930s and 1940s, virtually every American between the ages of six and sixty went to the movies every single week. Like book publishing, movies and music came to depend on the star system, blockbusters, familiar genres, sequels, prequels, and outright imitations. Both industries also grew to rely on large production budgets and expensive promotion and marketing campaigns, though these costs are rarely associated with quality. Like the book publishing industry, the sale of DVDs and CDs became highly concentrated at the retail level, as video chains and independent stores gave way to megastores selling their products as loss leaders (less than wholesale price) to sell other more expensive products. Finally, all three industries are now adapting themselves to the Internet, which large media corporations first saw as a threat but soon began to view as an opportunity. The Internet maintains the potential to provide more diversity and variety of media sources, but what people do with the technology has largely been driven by those that can afford promotion of media products—the dominant media firms. It is also less work for audiences to attend to mainstream content than search out genuine alternatives.


      Radio broadcasting comes next in the history of the mass media. Wireless telephony evolved as an alternative to the telephone around the turn of the twentieth century. Until the early 1920s, radio was primarily a hobby of amateurs based on the simple pleasures and practical uses of point-to-point communication, much as the Internet was originally used mainly for e-mail. The new technology put dollar signs in the eyes of industrial capitalists, who wrenched radio from the amateurs and transformed it into a source of profit. At first, radio broadcasters provided programming for free to promote sales of receiver sets. Soon, however, most U.S. households owned radio sets. The market for receivers was saturated, and revenues from the purchase of replacement sets were insufficient to cover the increasing costs of radio program production.


      Looking to the newspaper industry as a business model, radio broadcasters turned to advertisers to support program production and distribution. They also copied the network model, enabling broadcasters to share programs and therefore program costs. By the early 1930s, radio broadcasting had evolved into a commercially supported and networked industry controlled by only two firms, the National Broadcasting Company (NBC) and the Columbia Broadcasting Company (CBS). Beating the competition grew to mean having the highest ratings, or the largest audiences to sell to advertisers.


      Television broadcasters copied the radio broadcasting model wholesale, building a privately owned and operated, commercially supported, and tightly networked industry. They even borrowed or pilfered the same radio shows along with radio stars. At first the film industry saw television as a threat and responded with big-budget widescreen spectacles, Technicolor, and 3-D. In a good example of technology driving content, the studios produced biblical epics, Sirkian melodramas, and science fiction films in abundance. Soon, however, Hollywood capitalists saw profit-making opportunities in the new medium and began building their oligopolies. Since the rise of television, the content of filmed entertainment has not changed all that much, just the means of delivery—from cable and satellite television to videocassettes, DVDs, and the Internet. Meanwhile, the trend toward media concentration has accelerated, meaning more channels but not necessarily a wider range of voices.


      The history of the mass media is intimately bound up with the history of advertising. While the book, movie, and music industries have traditionally relied more on direct consumer sales, the newspaper, magazine, and broadcast industries derive significant revenues from advertisers (around 50–60 percent for magazines, up to 80 percent for newspapers, and 100 percent for radio and television broadcasters). Advertisers exert two main influences over the programming they sponsor. First, advertisers determine the structure of media industries simply by choosing where to spend their money. They support media outlets that reach the right demographic groups—audiences that consume the most. Media producers seeking to serve “undesirable” audiences cannot count on advertising revenues to finance their operations and therefore remain marginalized. For example, advertisers have shunned urban radio stations with largely African American and Latino audiences, a practice known as “nonurban dictates.” When advertisers do patronize such stations, they pay less for ads than they do for ads on stations with predominantly white audiences. In this way, advertisers contribute to the suppression of media diversity.


      Second, advertisers exert direct influence over media content. There are many documented cases, and surely many more undocumented ones, of advertisers actually pulling or threatening to cancel their accounts because of critical reporting. This should not be surprising, because advertisers have a vested interest in keeping consumers uninformed or misinformed. They prefer for us to make decisions based on emotional bonds with their products. If the primary goal of advertising is to maintain brand loyalty and keep competitors out of the market, then the giant media companies are their own best advertisers. They launch extravagant promotional campaigns in print and television media promoting the latest blockbuster books, records, and movies, turning them into “must-buy” events. Again, advertising helps support an oligopolistic media structure by deluging audiences with information about a handful of media products and keeping them largely uninformed about alternatives.


      Advertising is not only an economic institution operating for the benefit of a few major corporations and their owners; it is also an ideological institution that supports and negates certain ways of thinking. For example, advertisers had no interest in the vibrant working-class press of the nineteenth century, not only because working-class audiences had little to spend on manufactured goods, but also because the anti-capitalist sentiments these newspapers expressed were obviously contradictory to their goals. Advertisers therefore shunned publications that challenged consumerism as a lifestyle, especially as it became essential to sustaining the capitalist industrial system. First, people had to be convinced that there were an infinite number of unmet needs that consumption could surely satisfy. Advertisers began suggesting that social and personal relations could be improved by using new products such as deodorants and mouthwashes. Moreover, not just any brand of health or beauty aid would do; consumers also had to be persuaded that products manufactured by large national companies with famous brands were superior to those made at home or in town.


      In the first few decades of the twentieth century, big brand advertisers began to use national magazines to spread the virtues of consumption, not only through the ads themselves but also through editorial content. Since then, advertiser-supported media have been expected to promote consumerist lifestyles, largely based on credit, to enrich the capitalist class so that its members can enjoy consumption at the level of luxury. Such are the rewards of ownership and control of the few hundred multinational corporations that account for most of the world’s advertising expenditures.


      The advertising industry has proven itself voracious in its search for new venues and attractive demographics. Advertisers have even taken their anthem of consumption into the once-sacred realm of public education, where they have found a most lucrative captive audience. In the United States, elementary and secondary education belongs to the public sector. It is seen as both a guaranteed right for all citizens and the responsibility of a democratic society to provide. Increasingly, however, public schools strapped for cash are turning to the private sphere for sponsorship of academic and athletic programs and for donations of educational materials.


      Education funding shortages have long been a problem in the United States due to the unequal distribution of tax money and the contradictory way the public thinks about taxes. The largest portion of public school revenues is generated from local property and income taxes, creating large gaps between rich and poor school districts. Although everyone wants their children to have a good education, those living in poor neighborhoods cannot afford it and those living in richer neighborhoods do not want to pay for it. Taxes reduce personal income and so are seen as an invasion of the right to consume. State and federal education funds have not been sufficient to close the gap, and advertisers have been all too willing to step in. Students are subjected to ads on school buses, in hallways and cafeterias, and in educational materials such as textbooks and news programs. The parameters of science projects are subject to the dictates of corporate sponsors. Market researchers have even bought class time to conduct taste tests and surveys, all to establish lifelong brand loyalties in children while they are still young.


      While education in the United States is primarily a public institution, journalism has evolved as a private institution working under a general mandate to serve the public. Journalists are expected to “beat the bushes” (to return to our sensitizing concept) but more routinely they are relegated to “working the beat.” The difference here is crucial. Beating the bushes, or searching out stories that are not advertised or announced, requires time and effort. This raises the costs of news production. Working the beat usually entails covering the courthouse, police station, city hall, the White House, Wall Street, and so on. This ensures stories on a predictable timetable and at low cost. The result is that news and public affairs are defined by authority figures such as politicians, corporate spokespersons, and readily available experts from think tanks and research institutes. Such officials are prone to beating around the bushes—withholding information, spreading half-truths, or just plain lying. It was not the press corps working the White House beat that broke the Watergate story; they were being misled by President Richard Nixon’s press agents. It took investigative reporting from outside to get the real scoop.


      This leads to the most obvious referent in the title of our newspaper column and this chapter of our book, the NBC Sunday morning news show called “Meet the Press,” the longest-running television show in worldwide broadcasting history (since 1947). Along with other Sunday news shows “Meet the Press” has served as a site where Washington’s elite meet to set government and media agendas for the week. The topics discussed on these Sunday shows invariably become the subjects of newspaper reports and analyses on Monday. Far from challenging authority figures, journalists have come to rely on them. The media thereby become the means by which officials define public issues and set the parameters of policy debates. Those in power also use the media to determine what is not news and therefore what will not be debated. Important arguments are often left unspoken; significant news is unreported, buried, or banished to the last paragraph of a column or the final minutes of a broadcast. An analysis of the guest lists and topics of four Sunday morning news talk shows concluded decisively that issues of corporate power are not on the agenda.4


      Finally, we use “beat” as a sensitizing concept to invoke reflection on the long history of violence against journalists and other media workers. In Violence against the Press, John Nerone documents the history of violent censorship and suppression of journalists seeking to expand the public sphere from the Revolutionary War to the late twentieth century.5 Both Nerone and Jon Bekken cite violence as a routine means of suppressing the working-class press.6 Around the world, journalists continue to sacrifice their lives for the expression of ideas and the dissemination of information that threatens the status quo. In the 1940s and 1950s, Hollywood studio owners caved in to national anticommunist hysteria, blacklisting writers, directors, and actors deemed “un-American” by virtue of their involvement in radical or merely liberal political organizations. Authors have endured book burnings, book bans, and even death threats. The suppression of nonmainstream music also has a long history. Conservative groups and government officials have consistently attacked alternative music genres, from early rock ’n’ roll to heavy metal and rap.


      Why the violent response to the press? Most of the time the marketplace filters out threatening ideas and information, but there are leaks in the system and the media can play a role in effecting social change. The muckrakers of the early twentieth century exposed corrupt and dangerous corporate practices. Their efforts contributed to laws and regulations governing corporate behavior, ranging from product safety standards to the oversight of mergers and acquisitions. Investigative journalism continues to have an effect, but there is not enough of it, and its findings are seldom put into broader social, political, and economic contexts. In the spring of 2001, for example, Knight Ridder Newspapers published a series of investigative reports on the use of child slave labor in the cultivation of cocoa beans, the essential ingredient in chocolate. The reports prompted responses from both the chocolate industry and the federal government.7 After first denying that child slaves were cultivating cocoa beans, the Chocolate Manufacturers Association agreed to finance a study of such business practices. Hershey Food Corporation, the largest chocolate manufacturer in the United States, pledged financial support for the study. The Labor Department began an investigation into the government’s cocoa purchasing practices. The House of Representatives voted to direct the Food and Drug Administration to develop disclaimers guaranteeing that chocolate products sold in the United States did not come from child slave labor.


      The publication of the two-month Knight Ridder investigation is in itself exceptional, and the political action it prompted even more so. The reports stop short, however, of any kind of critique of the larger global economic context that forces many more millions into slavery and billions to work at poverty or below-poverty levels of income. The idea of boycotting the purchase of chocolate products was dismissed by the series reporters, who echoed the industry line that a boycott could harm slaves.8 In doing so, the reporters ignored the long history of successful boycotts in the struggle for human rights. These include the bus boycott by African Americans in Montgomery, Alabama, in 1955; the international economic, political, and cultural boycott of South Africa under apartheid; and the global boycott of Nestlé that forced the company to revise its marketing practices for infant formula to mothers in the Third World.


      Instead of a boycott, the reporters recommended that readers express their concerns to the chocolate companies, U.S. Congress, and president. Meanwhile, the chocolate industry moved to quell any further action by Congress, with lobbying efforts led by former Senate majority leaders Bob Dole, a Republican, and George Mitchell, a Democrat. The industry also enlisted major food manufacturers such as Kraft and General Mills to lobby lawmakers with operations in their home districts to help thwart the “slave free” label movement.9 Ultimately, bad publicity forced chocolate manufacturers to create an action plan that sought to halt the practice, which took ten years to implement due to the chocolate industry’s lobbying power and foot-dragging.10


      Although this example hints at the potential power of the press in effecting social change, it also reveals the limitations imposed by political and economic forces. Throughout human history, the control of knowledge and culture has been inextricably bound up with the control of wealth and political power. Therefore, in order to understand the communications system at any point in history, we must place it in its political-economic context. Not doing so can lead to misleading arguments, such as the one often made about freedom of expression within the U.S. media system.


      It is commonly held that since the government does not directly control the media in the United States, and in fact is prohibited from doing so by the First Amendment, freedom of expression prevails. This ignores the role government officials play in setting media agendas, as well as more direct forms of intervention from laws and regulations, from laws regarding libel and obscenity to the allocation of radio and satellite frequencies. More importantly, it ignores what Edward Herman calls “market system constraints on freedom of expression,”11 or the ways in which profit-making goals result in the suppression of diversity. If indeed the marketplace of ideas is prone to failure, then the assumption that “truth” will prevail becomes problematic. This raises the larger normative question guiding our analysis: Can a system in which culture and information are treated as commodities fully meet the needs of a self-governing, democratic polity?


      Media Texts in Context


      Our criticism of the media is rooted in the tradition of mass communications theory and research. From this tradition, we draw upon the political economy approach to examine the production and dissemination of information and culture. This approach provides the context that informs our interpretations of media content. In this section, we briefly review the mass communications research tradition and explain what we mean by political economy and interpretive textual analysis.


      The dramatic expansion of the mass media in the 1920s and 1930s led to questions about their effects on society. Government, business, religious, and parent organizations began funding research on media effects in hopes of using the media to better promote their interests and causes. Government officials were most interested in mass mobilization of the public during wartime. The U.S. military used media research to improve motivation of troops. Politicians sought polling data and studies of voter behavior in hopes of influencing election outcomes. Business was most interested in understanding consumer behavior to create more effective marketing and advertising campaigns. Religious groups and parent associations prompted research on the potential threat of the media to traditional morals and values. These efforts were often barely disguised attacks on minority or working-class media. In sum, the entire foundation of mass communications research was oriented toward better control and manipulation of audiences. This administrative research orientation dominated the field of mass communications studies well into the 1960s.


      The rise of a critical challenge to administrative research paralleled the larger challenges posed by the civil rights, feminist, environmental, and anti-imperialist movements in the 1960s. Critical communications research dramatically reversed the focus, studying the ways in which the media perpetuated institutional racism, sexism, imperialism, and other forms of oppression. This required an inquiry into the relationship between the media and economic and political systems, prompting the development of a political economy approach to the study of communications. Concurrently, critical media researchers sought to expand the range of methods for the study of media content.


      Traditional content analysis relied on quantitative methodology, basically counting obvious things such as the number of articles or column inches the press devoted to each candidate in an election and deciding whether the coverage was more or less favorable. Content analysts worked on a basic assumption that press coverage ultimately affected voter behavior, although research did not always prove that this was the case. Effects researchers found that, more often, the media reinforce preexisting dispositions, attitudes, and opinions. They therefore concluded that the effects of the media were limited. Critical communications researchers challenged this idea, arguing that the capacity of the media to reinforce existing beliefs is a powerful effect to the extent that it mitigates social change.


      Critical communications research on audiences shifted the focus of administrative research from the study of how media texts affect behavior to the study of how audiences make meaning of media texts. Using qualitative methods such as focus groups and ethnography, critical audience researchers found that responses to media texts varied according to audience demographics including class, race, and gender. They found that audiences generally respond to media texts as producers intend them to but may also miss the point if it is not clear. Some audiences understand the producer’s intent, but they resist it and replace it with an opposing meaning.


      Most students of mass communications are familiar with the traditional model of sender, message, and receiver. Although not entirely breaking from this model, interpretive theories break the communications process down into phases of making meaning. They begin by analyzing the context within which the sender operates: how meaning is shaped at the point of production. Interpretive textual analysis examines how various levels of meaning are expressed—intentional meanings, but, more importantly, the hidden and often unintended meanings found in media content. Interpretive studies of audiences focus on how meaning is produced by receivers. By treating the making of meaning in phases, we are able to concentrate on both the context of production and the messages we find in the texts. That is, we can examine how media ownership, media control, and the profit-making motive affect what we read, hear, and see.


      Thinking Locally and Globally


      We draw on a wide range of media to inform our analysis of the press. Our daily newspaper, the State College (Pa.) Centre Daily Times (CDT), served as the source of our initial inquiry into many of the local, national, and global issues and events we use to examine how media structures and practices affect content. The newspaper serves the community of State College, Pennsylvania, site of the main campus of the Pennsylvania State University and the surrounding townships and boroughs. When we wrote the first edition of this book, the CDT was part of the second-largest newspaper chain in the United States, Knight Ridder, whose flagships included the Philadelphia Inquirer and the Miami Herald. In 2006, Knight-Ridder was purchased by McClatchy, which operates thirty newspapers in fifteen states with an average daily circulation of 2.2 million. Because it is a chain newspaper and serves a diverse university and local population, the Centre Daily Times provides a good sample of local, national, and international news for textual analysis. When we use the term “sample,” we mean representative rather than random, as traditional content analysis requires. National and international news in the Centre Daily Times comes from wire services, notably the Associated Press. The local press helps inform our study of the larger structure of media and educational institutions.


      As the issues and events we study become more national and international in scope, we expand the range of our sample to include more national media, including the major broadcast and cable television news networks; upper-tier newspapers such as the New York Times, Washington Post, and the Wall Street Journal; the primary wire services and syndicates, the trade press both offline and online, corporate reports, government data and so on. Our analysis of media merger mania, for example, takes the merger of America Online (AOL) and Time Warner as an opportunity to examine how the national news media reported facts and opinions about the event. From mergers and acquisitions to going-out-of-business sales, we find that immediate economic ramifications, rather than long-term political or cultural implications, tend to be prioritized in the news. Side stories on big mergers focus on the personalities of chief executive officers and the effects on stock market prices. This is to be expected of the business press, but we should expect news media to be more vigilant in their coverage of concentrations of power—including within their own industry—as part of their normative mission of serving the public. Since this is not the case, we are often left with a handful of alternative media sources to put current events into perspective.


      By alternative media, we mean the nonprofit, largely ad-free newsletters, magazines, and periodicals operating on the margins of the media marketplace. Because they are primarily reader-supported publications, they have greater freedom to provide a wider range of views, but because they are not a part of the mainstream distribution system, they are nearly impossible to find at the local newsstand. In terms of methodology, our use of the alternative press provides a comparative dimension that is also a key qualitative research strategy. We compare, for example, mainstream coverage of protests against the World Trade Organization (WTO) and the International Monetary Fund (IMF), written by reporters sent to the scene, to accounts in alternative media, written by activists actually involved in the scene. The differences are striking, and the reasons for this will become more apparent in the following chapters.


      Chapter 2 examines the process of media merger mania, as well as the logic behind it and news coverage of it, using two millennial megamergers, Viacom with CBS and AOL with Time Warner, as case studies. Chapter 3 discusses the structure of the Hollywood film industry and its relationship to the larger political economic system. It also examines how the structure of the film industry oligopoly affects its performance and output. Chapter 4 follows with an analysis of the music industry, again examining its structure and how it has evolved in the Internet age. Chapter 5 examines advertising and journalism as ideological and economic institutions, exploring the effects of the symbiotic relationship between them on the structure and content of the news. Chapter 6 explores the phenomenon of “ad creep,” or the hypercommercialism of contemporary culture. Chapter 7 extends this analysis with an examination of the commercialization and privatization of public education as advertisers invade the classroom. Finally, in chapter 8, we turn to media coverage of those struggling to expand news agendas or to challenge the parameters of public debate. Specifically, we examine a surge of protest against global capitalism at the turn of the twenty-first century and media attempts to symbolically contain it. We argue that alternative voices will be more important than ever in the struggles to come.
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      Media Merger Mania: Concentration in the Media Industry

    


    
      Many have argued that media concentration has increased since the 1990s and has negatively influenced the industry’s performance and output. Douglas Gomery defined oligopoly as “controlled competition with a few players” and noted that oligopoly was “the most common market structure for mass media ownership in the 1990s.”1 This oligopolistic structure continues to be predominant in the twenty-first century. The players share common interests, allowing them to more easily agree on standards and practices. They appear competitive on the surface because they allow some entry by independent companies operating on the margins, but their profit-maximizing and risk-minimizing strategies ultimately govern the majority of what gets produced and sold in the so-called media marketplace and affects what we read, see, and hear.


      In The New Media Monopoly, Ben Bagdikian argued that five transnational media firms, “operating with many of the characteristics of a cartel,” owned most of the media outlets in the United States in 2004: Time Warner, the Walt Disney Company, News Corporation, Viacom, and Bertelsmann.2 In 2006, The Nation produced a centerfold titled “The National Entertainment State,” that listed six dominant firms in the media sector: News Corp., General Electric (NBC/Universal), Disney, Time Warner, Viacom, and CBS.3 That same year, Advertising Age found that 55.6 percent of net media revenue in the United States was earned by the top ten firms.4 Another study of concentration in the copyright industries concentrated on another top five: General Electric, Time Warner, Disney, News Corp., and National Amusements (owner of Viacom and CBS).5 Media Owners, a media industry tracking firm that excludes telecommunications and cable companies from its top twenty list in 2007 had these as its top ten: Time Warner, Disney, Viacom, News Corp., CBS, Cox Enterprises, NBC, Universal, Gannett Co., Inc., and Clear Channel Communications, Inc.6 By 2011 the top five were: Time Warner, Disney, National Amusements, News Corp., and Comcast/NBC Universal.


      Not only is the media sector as a whole concentrated, so are individual media industries. They are branches of a family tree that grows from the Big Media trunk. The Center for Public Integrity list of the top ten pay-television programming companies in 2006 (USA Network, the Disney Channel, TNT, ESPN, Lifetime Television, TBS, Cartoon Network, Nickelodeon, Fox News Channel, and FX) were owned by General Electric, Disney, Time Warner, Viacom, and News Corp.7 The Center listed the top five television station owners as News Corp., CBS, GE-NBC, Disney-ABC, and the Tribune Company. Tribune was a distant second in terms of number of daily newspaper subscribers with 3.3 million to Gannett Co., Inc.’s leading total of 7.3 million in 2006. Two companies controlled the radio industry, Clear Channel and CBS Radio in terms of revenues. Two cable companies far outpaced their competitors in 2006: Comcast Corporation, with 26.8 million subscribers, followed by Time Warner Cable Inc. with 14.4 million. The top two satellite television companies were the DIRECTV Group Inc., then controlled by News Corp. and Echostar Communications Corporation, and XM Satellite Radio Holdings Inc. and Sirius Satellite Radio Inc. claimed satellite radio for themselves. By 2011, six companies controlled the film industry and four dominated the music industry (see chapters 3 and 4).


      One reason we write this book is to call attention to the biases, distortions, and gaps in mainstream media coverage of contemporary issues and events. In this chapter we focus on the way in which the media “cover” themselves. There are, of course, occasional acts of self-flagellation and mea culpas when news operations are caught fabricating stories or distorting facts and images to support a particular take on a news report. One need only recall the outcry surrounding flights of fancy in a Pulitzer Prize–winning “news” story in the Washington Post, written by Janet Cooke about a nonexisting eight-year-old heroine addict, published in 1980. There was the infamous Time magazine cover “photo illustration” of O. J. Simpson at the time of his murder trial in 1994, with darkened skin tone.8 Then there was the incident that came to be called “Rathergate,” when CBS anchorman Dan Rather was accused of using fake documents in a report on George W. Bush dodging National Guard duty. CBS apologized to Bush, and Rather left the anchor chair earlier than he wanted to. Critics within the media often condemn their colleagues’ speculative and sensationalistic coverage of scandals and tragedies involving politicians and celebrities. But this kind of internal “flak,” to use Edward Herman and Noam Chomsky’s term,9 only serves to reinforce the public’s belief that the media are vigilantly policing themselves and that the media marketplace is free and competitive enough to ensure that the truth generally prevails.


      Unfortunately, such self-criticism leaves serious gaps in mainstream coverage of media issues. Most notable, perhaps, is the lack of any systematic analysis of the processes and effects of media concentration. Media mergers have implications that resonate far beyond Wall Street, but these are seldom explored, merely announced. Such is the case of news coverage of Viacom’s announcement in September 1999 of its intent to acquire the CBS Corporation for $37.3 billion, creating the second-largest transnational media conglomerate in the world, as well as the announcement by America Online (AOL) in January 2000 of its intent to acquire Time Warner for $165 billion. These two mergers were the largest in the media industry’s history. Therefore the ways in which these mergers were covered or not covered warrant closer examination. In this chapter, we take a look at each.


      The Viacom-CBS Merger


      This transaction continued a trend that began in the mid-1990s when the Federal Communications Commission (FCC) repealed regulations that prohibited the major television networks—ABC, CBS, and NBC—from producing and syndicating their own prime-time programming. The FCC had imposed the Financial Interest and Syndication Rules (FISRs) on the networks in the 1970s when their viewing audience still attracted about 95 percent of U.S. households. At that time, the FCC found that the networks were forcing producers of prime-time television shows to give up portions of their revenues and their syndication rights to gain access to the airwaves. Also, prime-time schedules tended to favor the scheduling of shows in which the networks had a financial interest. By the mid-1990s, however, the FCC found that the decline in the share of network audiences to cable television, as well as the rise of a competing fourth network, Fox, made the FISRs unnecessary. The rules had also prevented the merger of major film studios with the networks when such vertical integration seemed necessary to improve the global competitiveness of U.S.-based media companies. Indeed, even before the rules were repealed, the Walt Disney Company announced its intent to purchase ABC, confident of the federal government’s approval. Disney’s film and television studios planned to provide in-house programming for ABC’s national broadcast network. Similarly, Viacom’s takeover of CBS gave Paramount film and television studios direct access to the prime-time network audience at both CBS and the United Paramount Network (UPN). The repeal of the rules essentially revived the practice of utilizing vertical integration to favor in-house programming on the prime-time broadcast schedules.10


      Programming the Audience from Cradle to Grave


      Media concentration is an ongoing trend that follows the predominant tendency within capitalism toward centralization of economic power in the hands of oligopolies. The 1996 Telecommunications Act, which lifted a number of restrictions on media ownership and control, accelerated further concentration, as the industry-written law freed the logic of capitalism from public control by shifting it to the private sector. CBS, for example, directly benefited from the removal of restrictions on the number of radio stations a single company could own. Until the mid-1980s, FCC rules permitted a single company to own seven AM and seven FM radio stations. In 1985, the FCC raised the limit to twelve AM and twelve FM stations. The 1996 act removed most restrictions on radio ownership and set off what Douglas Gomery called “the greatest merger wave in history.”11 The CBS-owned Infinity Broadcasting chain owned 160-plus radio stations when the Viacom takeover was announced. Many of these stations were concentrated in the same cities, giving Infinity up to 50 percent of the advertising revenues generated in these markets.12 Clear Channel Communications took a commanding lead of the industry by acquiring over 1,200 radio stations.


      The Viacom-CBS marriage included the consolidation of a number of media operations in addition to the CBS and UPN networks and Infinity Broadcasting. The deal involved cable programming (MTV, VH1, Nickelodeon, Comedy Central, ShowTime, and country music stations TNN and CMT); seventeen owned-and-operated television stations; copyrights to the Paramount film and television libraries and to more than a hundred thousand songs; Spelling Programming; Blockbuster Video; five amusement parks; billboard advertisers TDI Worldwide and Outdoor Systems Inc., with 210,000 billboards nationwide; and the Simon & Schuster publishing company. New media outlets included MTV Networks On Line, Marketwatch.com, CBS.com, and Country.com.13 The estimated combined value of the advertising revenue generated by all Viacom-CBS outlets in 1999 was $11 billion,14 far ahead of its nearest rival, Australia-based News Corp. At the time the deal was announced, the audience demographics of the merged Viacom-CBS literally ranged from the cradle to the grave, from Rugrats to Touched by an Angel.


      Joined at the Hip


      So what about news coverage of this media megamerger? The State College (Pa.) Centre Daily Times (CDT), signaled the significance of the merger with a front-page story from the Associated Press (AP).15 The headline, “Giants of Media Join at the Hip,” acknowledged the magnitude of the deal while playing on the dominant theme of the story—the merger of “hip properties like MTV and VH1” with the “old line network” known for 60 Minutes and Murder She Wrote.16 The report cited two sources. The first was Viacom Chairman Sumner Redstone, who ranked fourteenth on the Forbes 400 2001 list of the richest people in the United States, worth an estimated $10.1 billion.17 Redstone controlled National Amusements Inc., a family-owned, private company that began with a single theater owned by his father. (By 2007 National Amusements controlled over fifteen hundred screens across the United States, Britain, Latin America, and Russia. Its theater chains included Showcase Cinemas, Multiplex Cinemas, KinoStar, and Cinema de Lux. It also operated IMAX theaters in the United States and Argentina.) Viacom and CBS would be controlled by National Amusements, which held roughly 70 percent of the combined company’s voting stock. This received only passing mention in the press, if any.


      In the AP story, Redstone declared that Viacom-CBS “will be the global leaders in every facet of the media and entertainment industry, financially strong from day one, with an enviable stable of global brands.” The second source, an analyst from PaineWebber, gave his approval: “It’s a good deal for everybody. . . . You need to be big. You need to have a global presence.”18 No sources questioning the political and cultural implications of the deal are cited. This is typical of the mainstream news media and reflects their reliance on a “golden Rolodex” of sources for expert commentary.


      Since the AP account of the merger was framed as a business story, it is not surprising that CEOs and Wall Street experts were the first consulted, but the CDT’s follow-up story—provided by Knight Ridder and buried in the back of the Sunday business pages—was just as disappointing.19 Again, the commentary flows entirely from media analysts and executives, while the entire process of media concentration is treated as natural and inevitable—as “part of an evolutionary process leading to a day in the near future when four to six companies control most of what the world hears on radio, watches on television and sees on the big screen.”20 The report does not even begin to touch upon the significance of this reality. It was written by a reporter for the Atlanta Journal-Constitution, which published an extended version on the front page of its business section, but the additional text narrowly focused on the emergence of Melvin A. Karmazin, CBS’s chief executive, as a “new media kingpin.”21 This is in keeping with the mainstream media’s tendency to favor personality profiles of CEOs or hierarchies within organizations over substantive analyses of institutional structures.


      Network news coverage of the Viacom-CBS deal followed the same formula. We focused our attention on NBC Nightly News, since the merger left NBC as the only network not owned by a major Hollywood studio. NBC news producers left it up to anchor Tom Brokaw to raise the question of the impact of media concentration on diversity, creativity, democracy, and freedom of expression. His expert witness, however, was yet another Wall Street analyst, who quickly dodged the question and returned to the economic dimensions of the deal.22 Foremost for Wall Street, of course, is how the integration of the two companies could potentially reduce costs by increasing “efficiency” and hence raise returns to company shareholders and lenders. As Herman argues, such mergers produce no real benefits to society, only to investors.23


      The New York Times coverage of the Viacom-CBS merger also cast the story as a business matter. Almost all of the reporting on the merger was printed in the business pages. The front page of the “Business Day” section was dominated by two articles featuring the biographies of Redstone and Karmazin.24 Only a very careful reader might catch a glimpse of the economic, political, and cultural implications of the deal. One article, for example, predicted another round of major cuts at the CBS news division and a further erosion of the line between news and entertainment. The conglomerate owners of the major news networks expect these divisions to be profit centers. In order to cut costs, they favor the cheaper news magazine genre over more costly foreign, investigative, and documentary news.25 Another suggested that the deal would enhance the likelihood of privileged access for Paramount productions to CBS’s prime-time schedule to the exclusion of more creative independent producers.26


      A report on the impact of the deal on the music business hinted that the combination of MTV, VH1, TNN, and CMT with Infinity Broadcasting’s 160-plus radio stations would give the company a dominating presence in the music industry, and that this domination would extend to the Internet, given the brand recognition that had made MTV’s websites among the most popular.27 Stuart Elliott, advertising columnist for the New York Times, cited sources expressing concerns that Viacom’s control over so many media outlets would drive up advertising rates, as the company extracted a premium for access to its many audiences.28 Finally, the day after the deal was announced, the New York Times ran an editorial written by an in-house “editorial observer,” who concluded that the deal promised benefits for stockholders but merely “more of the same” for audiences.29 The editors of the Times effectively dissociated the paper from this opinion by including the author’s byline and placing the piece beneath the unsigned editorials, separated by a black border.


      Despite the apparent concerns, a New York Times report on how federal regulators would respond to the deal found “a widespread consensus that at the end of the day Washington will bless the acquisition.”30 Immediately after announcing the deal, Redstone and CBS president Karmazin headed to Washington, D.C., to seek exemptions from the remains of the FCC regulations that the merger would violate, confident that these hurdles could be cleared. Karmazin declared that ownership limits on broadcasters were outdated and needed to be modified due to the proliferation of cable and satellite television and the Internet.31 Viacom also challenged broadcast ownership limits on First Amendment grounds, arguing that they constituted an arbitrary regulation that violated the company’s freedom of expression. When the FCC approved the deal in May 2000, the New York Times quoted an “ebullient Mr. Redstone” as saying, “This has really worked perfectly. We basically got everything we had wanted.”32


      Not quite. Existing FCC rules still required Viacom-CBS to sell off some of its television stations. The merged company would control more than 40 percent of the national television audience, exceeding the 35 percent limit. FCC rules also prohibited a single company from owning two national broadcast networks, in this case CBS and UPN. Viacom’s challenge to the rule limiting its share of broadcast households to 35 percent gained momentum when News Corp. (controlled by Rupert Murdoch, number twenty-one on the 2001 Forbes 400 list at $7.5 billion) announced its $3.5 billion acquisition of Chris-Craft’s ten television stations from Herbert Siegel (211th on the Forbes list with $1.1 billion).33 The acquisition also put News Corp.’s share of the U.S. broadcast audience over the limit and violated FCC cross-ownership rules prohibiting one company from owning television and newspaper outlets in the same media market.


      Like the Viacom-CBS merger, the FCC approved News Corp.’s takeover of Chris-Craft under the condition that certain properties be sold or traded to reduce its broadcast reach to 35 percent of U.S. households. Meanwhile, Viacom and News Corp. took their case to the U.S. Court of Appeals for the District of Columbia. The court is responsible for ruling on the legality and constitutionality of FCC procedures and regulations. In April 2001, the D.C. court of appeals granted Viacom’s request for a suspension of the date by which the company was to divest some of its television stations. The FCC had to defend the rules before the court in September 2001, but it was clear that under President Bush’s newly appointed chair of the commission, Michael K. Powell, son of Secretary of State Gen. Colin L. Powell, the rules already were on their way out. Powell, called the “Great Deregulator” by the Washington Post, was criticizing the rules even as FCC attorneys were obligated to defend them.34 The New York Times concluded that the sharp tone of the judges’ commentary during oral arguments suggested that the FCC was going to lose this case.35


      On February 19, 2002, the D.C. court of appeals handed what a front-page story in the New York Times called “a huge victory to the nation’s largest television networks and cable operators.”36 The rule prohibiting a broadcast television network from reaching more than 35 percent of U.S. households was sent back to the FCC for reconsideration. The court struck down another rule preventing companies from owning a cable system and broadcast station in the same market. Given FCC Chairman Powell’s open skepticism of the need for ownership restrictions, the New York Times predicted that the 35 percent rule was all but certain to be watered down or abandoned. Instead, the FCC raised the National Television Ownership limits to 45 percent in June 2003. The decision was a setback for smaller owners of broadcast stations and consumer groups advocating more diversity in media ownership. Congress responded with a threat to withhold FCC funding to enforce the rule, likely in part because the scenario of concentrated ownership of TV stations had larger implications for their access to and image on the local television stations back home. The result was a compromise, in which household reach would be capped at 39 percent, hence ratifying the status quo. Congress turned the rule into statutory law as an attachment to a $37 million omnibus spending bill. As the New York Times noted, the FCC’s deregulatory moves with court approval were likely to “open the door for a new wave of mega mergers in the entertainment and media industries and a continued concentration of power among the biggest media companies.”37 Broadcast chain ownership rules date back to the 1930s, when NBC and CBS dominated radio airwaves. The court’s action therefore called into question seventy years of government regulation of broadcast network concentration.


      Viacom had more immediate success with the abolition of the rule preventing ownership of two television networks. In April 2001, the FCC voted 3–1 to repeal the fifty-year-old rule preventing a single company from owning more than one national television broadcast network. The decision primarily hinged on Viacom’s claim that the two-hundred-affiliate UPN network would not survive if divested, and diversity would be lost since the network targeted African American audiences and employed African American talent. Following this logic, only the deep pockets of a major media conglomerate could enhance diversity. Robert L. Johnson (172nd on the 2001 Forbes 400, at $1.3 billion)38 argued the same when he sold his BET Holdings II Inc., which owned Black Entertainment Television (BET), to Viacom for $2.9 billion in 2001. Johnson received $1.3 billion in Viacom stock from the deal and a five-year contract to remain head of BET. At the time of the acquisition in January 2001, BET reached 70 million homes and had become a major medium for reaching black consumers. More than half of its schedule was made up of free programming—music videos supplied by record companies. Most of the remaining schedule was made up of reruns of black situation comedies and monologues by black stand-up comedians. Johnson expected to draw on Viacom’s resources to enhance the quality of the programming and silence those who criticized the network for exploiting African American audiences with cheap programming.39 For Viacom, the takeover of BET gave the company a lock on music television from urban to country, with MTV, VH1, and its two country music networks, CMT and TNN.


      A year after the announced Viacom-CBS merger, it was confirmed that the deal was about synergy rather than diversity. The New York Times, reporting on the scene of the 2000 MTV video awards, noted that while a “rap artist hip-hopped around with the back of his pants worn at thigh level, revealing his gray undies in all their glory” on stage, Viacom executives up in the first mezzanine were sipping champagne and dining on lobster, “fully attired in business suits, pants belted at their waists,” apparently enjoying the show.40 Rather than a culture clash, the report found that the Viacom executives had much to celebrate as the first fruits of the deal began to pay off. Thus far, CBS had run promotions for the MTV awards during its season finale of Survivor, Nickelodeon planned to provide children’s programming for CBS’s Saturday morning schedule, VH1 would rerun CBS concert specials, and Viacom regularly promoted its programming on Infinity radio stations.


      Separate Bedrooms


      The marriage was consummated in 2000 (by that time worth $112 billion). The wedding gift from shareholders came through the market, driving up stock prices to a high of $71.13 a share in August of that year. Viacom and CBS remained under the control of Redstone’s National Amusements Holdings. Redstone remained chairman of the board and chief executive of Viacom with around 70 percent of the company’s stock. Karmazin stayed on as president of CBS. Redstone’s son Brent joined the Viacom board, while daughter Shari served as director and president of National Amusements. The honeymoon proved to be short-lived. Redstone and Karmazin immediately clashed; Karmazin wanted more independence to run the company on a day-to-day basis while Redstone wheeled and dealed. As the tensions grew and became more public, outside board members led by Ivan Seldenberg, president and co-CEO of Verizon, demanded that the two settle their differences because their feud was affecting the company’s stock price and long-term financial outlook. The board’s intervention was seen as highly unusual, but demonstrated the power of investors to intervene in situations where their broader interest in making money may override the specific interests of corporate ownership and leadership. Nevertheless, Redstone prevailed. The New York Times attributed Karmazin’s exit to the different styles of the two; Karmazin kept his business and personal lives separate while Redstone wanted him to socialize with his top executives.41 Karmazin walked away in 2004 with $35.4 million, as guaranteed by his contract, along with a significant amount of Viacom stock. Redstone replaced Karmazin with two copresidents: Les Moonves from CBS and Tom Freston, the founder, board chair, and CEO of MTV Networks since 1978.


      By the mid-2000s, Viacom’s only major deal had been the sale of Blockbuster, one that actually ended up costing the company a total of $2.9 billion due to changes in accounting rules in 2002 regarding the valuation of a company. The sale of Blockbuster, a division that had generated 10 percent of Viacom’s revenues, also cut the vertical cord that tied Paramount studios to the retail market. Since the acquisition of Blockbuster in the late 1990s, the sale or rental of any Paramount production ended up directly in the pockets of Viacom. This synergistic strategy appeared to be working but was not seen as a good fit with Viacom’s focus on the production of content. Wal-Mart, Netflix, and video-on-demand posed enough of a future threat to let the nation’s largest video chain go. In the final quarter of 2004, Viacom’s stock had dropped from $46.30 before the merger with CBS to $30.00 a share, a 35 percent decline over the first five years of the union. A write-down of $18 billion that quarter alone, to pay off two other 1990s acquisitions, Infinity ($10.9 billion) and the outdoor advertising unit ($7.1 billion), revealed that Viacom had again overpaid for them.


      By early 2005, the business press began speculating that Viacom and CBS were heading for a divorce. Redstone had gone through his own divorce, and his personal wealth had fallen by nearly half to $6 billion. With Wall Street’s encouragement, Redstone became eager to split the company in order to “unlock” its shareholder value (in Wall Street terminology). Earnings at CBS had put a drag on Viacom’s revenues.42 By March 2005, Redstone proposed splitting Viacom into two companies: Viacom, which would include the cable networks and Paramount; and CBS, which would keep the broadcast networks and stations, the Paramount television production unit and theme parks, outdoor advertising, and Simon & Schuster publishing. To sell the plan to Wall Street, Redstone characterized Viacom as a growth stock and CBS as a mature steady-earning stock. Viacom was officially split into two companies at the beginning of 2006 and began trading on the stock market as separate entities.


      The separation of Viacom was like moving into separate bedrooms of the National Amusements mansion. Les Monvees of CBS would get one room, Tom Freston of Viacom would take another, while Redstone resided in the master suite. Freston began to feel the heat as Viacom’s stock dropped, largely due to reduced advertising income from the cable networks and slower subscriber growth in the cable industry, while CBS share prices performed well. This set off fierce competition between the two companies rather than the planned synergies. A Wall Street Journal article blamed the competition and tension between Moonves and Freston on the “sins of the parent.”43 Meanwhile, Redstone’s personal wealth had risen to $7.6 billion, putting him at number 41 on the Forbes 400 list in 2007.44 By the end of September 2007, Viacom’s assets totaled $21.37 billion45 and CBS’s $41 billion46, a $60 billion media empire (see table 2.1). It also had joint ventures with Cingular, Sprint, Verizon Wireless, Motricity, Virgin Mobile USA, Amp’d Mobile, Apple iTunes and Music Store, YouTube Inc., On Broadband Networks, Universal, Time Warner (50-50 share of the CW network), Sundance Channel (37 percent), and the Quetzal Group Inc. (34 percent).


      
        Table 2.1. National Amusements Holdings: Viacom Inc. and CBS Corporation Subsidiaries, 2006


        • CBS Corporation


        • CBS Broadcasting Inc.


        • King World Productions, Inc.


        • CBS Outdoor


        • CBS Outdoor International


        • CBS Radio Inc.


        • CBS Radio Altitude Group


        • CBS Television Distribution Group


        • CBS Interactive


        • SportsLine.com Inc.


        • CSTV Networks Inc.


        • CW Television Network (50%)


        • Midway Games Inc.


        • MovieTickets.com Inc.


        • Quetzal (34%)


        • Showtime Networks Inc.


        • Simon & Schuster Inc.


        • Simon & Schuster Children’s Publishing


        • Simon & Schuster UK Ltd.


        • Sundance Channel (37%)


        • Viacom, Inc.


        • BET Holdings Inc.


        • BET.com


        • BET Digital Media Group


        • Black Entertainment Television Inc.


        • CBS Cable Networks Inc.


        • Famous Music


        • Harmonix Music Systems Inc.


        • MTV Networks Company


        • Atom Entertainment Inc.


        • Caballero Television


        • Comedy Partners


        • Country Music Television Inc.


        • IFILM Corporation


        • Logo


        • MTV


        • MTV2


        • MTV.com


        • MTV Games


        • MTV Networks Europe Ltd.


        • MTV Networks Global Inc.


        • MTV Networks Latin America Inc.


        • MTV Networks On Campus Inc. (mtvU)


        • MTV Networks South Africa Inc.


        • MTV Russia Holdings Inc.


        • MTV Shopping Networks Inc.


        • MTV Songs, Inc.


        • MTVN Direct Inc.


        • MTVN.Online Inc.


        • Neopets Inc.


        • Nickelodeon Networks


        • Nick at Night


        • Nickelodeon Australia Inc.


        • Nickelodeon Brazil Inc.


        • Nickelodeon UK Ltd.


        • Noggin LLC


        • Paramount UK Partnership


        • RateMyProfessors.com


        • Spike TV


        • TNN Classic Sessions Inc.


        • TurboNick


        • Urge


        • VH1


        • Xfire Inc.


        • Paramount Pictures Corporations


        • BET Pictures II


        • DreamWorks


        • MTV Films


        • Nickelodeon Movies


        • Paramount Classics Paramount Pictures


        • Paramount Home Entertainment Group


        • Y2M: Youth Media and Marketing Networks


        Sources: www.hoovers.com, Viacom and CBS Forms 10 K 2006

      


      In addition to their vast range of joint ventures and interlocks with other media corporations, the companies also had ties to Fortune 500 companies, trade associations, law firms, government, education, and charities and philanthropies. The interlocks between the companies’ top officers and board members and such organizations fit nicely with G. William Domhoff’s description of the “power elite,” the working arm that looks after the wealth, power, and class-consciousness of the ruling class.47 Among the board of directors in 2007 was Phillipe P. Dauman (who replaced Freston as president and CEO of Viacom), a cofounder of the private equity firm DND Capital Partners LLC, which specialized in taking publicly owned media and telecommunications firms private. Private equity firms are free of the scrutiny of Wall Street and the Securities and Exchange Commission, which only requires reports from publicly traded companies. Dauman also sat on the board of National Amusements and served as a trustee of the Boston Museum of Fine Arts. The cofounder of DND, Thomas Dooly, became senior executive vice president of Viacom. Another inside board member, George Abrams, had served as general counsel to the U.S. Senate Judiciary Committee. In 2008, Abrams served as an attorney at a Boston firm and on the boards of National Amusements and Sonesta International Hotels corporations. Also on the board, listed as “Not independent,” was Redstone’s daughter Shari, president and second-largest shareholder of National Amusements. She also served as a member of the board of the National Association of Theater Owners to protect the interests of the theater chains and was a board member of CBS.


      Among the “Independent” board members, Alan Greenberg had ties to Bear Stearns Companies Inc. and the Kraft Group; he was owner of International Forest Products and several other companies, plus the New England Patriots. Greenberg also served as a member of the National Football League’s finance committee and director of the Dana Farber Cancer Institute (to which several Viacom and CBS board members belonged) and the Federal Reserve Bank of Boston. Other members had ties to Pepsi, the Travelers Companies, Oracle, Morgan Stanley, Verizon, Akamai Technologies, Consolidated Edison, and Yeshiva Law School.


      The CBS board included Sumner Redstone as executive chairman and Leslie Moonves, president and CEO of CBS. Moonves was a member of the NCAA Advisory Board (CBS carried the “Final Four” college basketball championship) and served on the board of the Los Angeles Free Clinic and the board of trustees of the Entertainment Industries Council, National Council for Families and Television (both industry trade groups), and the American Film Institute; he was cochair of the board of the Museum of Television and Radio. Other interlocking directorates included Columbia University; former U.S. secretary of health, education, and welfare and assistant for domestic affairs to Lyndon B. Johnson; a former secretary of defense, senator, and house representative; American International Group, Liberty Mutual Group, and Bank of America; the former president and CEO of the National Association for the Advancement of Colored People (NAACP; helpful to BET); Southern Company, City National Bank, and Southwest Water Company; a member of the advisory board of the RAND Corporation Center for Middle East Public Policy (RAND is a government-financed military think tank); and a former president of Warner Music U.S. In 2006, sixteen board members of Viacom and CBS also sat on the board of National Amusements48 (see table 2.2).


      The power elite utilize these organizational interlocks to influence government through the policy-planning process. These are the sites of the positions and consensus that protects and extends the long-term general interests of the capitalist class as a whole. They help unify separate divisions of capital that might otherwise engage in destabilizing behaviors in the marketplace in pursuit of their specific, shorter-term interests. Domhoff addresses two additional processes through which the ruling class influences government in its favor. One is the lobbying process, through which individuals, companies, or corporate sectors seek special treatment from Congress and administrative agencies. Viacom’s lobbying expenditures between January 1998 and June 2004 totaled more than $16 million. Its influence extended into the lobbying process via membership in trade associations such as the National Association of Theater Owners (NATO), the National Association of Broadcasters (NAB), and the Motion Picture Association of America (MPAA). During the same period it was involved in the candidate-selection process, with contributions to politicians totaling $2.36 million.49 About 70 percent of its contributions went to Democrats, as its bottom line was directly hit by the Republican-led FCC in 2004, with fines for Janet Jackson’s “wardrobe malfunction” during the 2005 Super Bowl half-time show produced by MTV and for indecency by Howard Stern on its Infinity stations.


      
        Table 2.2. Viacom Inc. and CBS Corporation: Organizational Interlocks, 2008


        • Banks, Financials


        • Bank of America


        • Bear Stearns Companies Inc.


        • City National Bank


        • Cohen Group Financial Partners


        • DND Capital Partners LLC (2)


        • Federal Reserve Bank of Boston


        • Griego Enterprises Inc.


        • Intercontinental Exchange Inc.


        • International Finance LLC


        • Kraft Group


        • Kraft Group International Forest Products


        • Kraft Private Equity Funds


        • Kraft Real Estate Group


        • New England Patriots (National Football League)


        • New England Revolution (Major League Soccer)


        • Rand Whitney


        • Morgan Stanley (2)


        • Popular Inc.


        • Willis Group Holdings Ltd.


        • Business Policy-Planning Groups and Thank Tanks


        • Public Policy Institute of California


        • RAND Corporation


        • Education


        • Columbia University


        • Yeshiva University


        • Insurance Companies


        • American International Group Inc.


        • Liberty Mutual Group


        • Travelers Companies


        • Foundations and Philanthropies


        • Advisory Council, Academy of Television Arts and Sciences Foundation


        • Boston Museum of Fine Arts (2)


        • Cedars Sinai Medical Center


        • Combined Jewish Philanthropies


        • Dana Farber Cancer Institute (4)


        • John F. Kennedy Foundation


        • Los Angeles Board of Governors of the Museum of Television and Radio (2)


        • Massachusetts General Hospital


        • NAACP


        • National Center on Addiction and Substance Abuse


        • Packard Foundation


        • United Way of New England


        • Will Rogers Motion Picture Pioneers Foundation


        • Government (former)


        • Assistant to U.S. President Lyndon B. Johnson


        • Deputy Mayor of Los Angeles


        • U.S. House of Representatives


        • U.S. Secretary of Defense


        • U.S. Secretary of Health, Education, and Welfare


        • U.S. Senate


        • U.S. Senate Judiciary Committee


        • Law Firms


        • Cadwalader, Wickersham & Taft


        • Lourie & Cutler (Boston)


        • Winer & Adams (Boston)


        • Other Corporations


        • AECOM Technology Corporation


        • Consolidated Edison Inc.


        • Northstar Neuroscience Inc.


        • Oracle Corporation


        • Pepsi Bottling Group Inc.


        • Southern Company


        • Southern Water Company


        • Tyco International Ltd.


        • Verizon Communications Inc.


        • Other Media Corporations


        • CBS Corporation (Viacom, 3)


        • CineBridge Ventures Inc.


        • Kopelson Entertainment


        • Midway Games Inc.


        • National Amusements Inc. (16)


        • Universal Music Group


        • Viacom (CBS, 2)


        • Trade Associations


        • Entertainment Industries Council


        • National Association of Theater Owners (2)


        • National Council for Families and Television


        Source: CBS and Viacom Proxy Reports, 2007

      


      So, all was not peaceful in the National Amusements mansion. The ouster of Freston in September 2006 was a bit of a surprise, but Redstone was unhappy that the company’s stock continued to drop even after the acquisition of Dreamworks SKG live action unit. Redstone dumped Tom Cruise, who had a long-term deal with Paramount. Then the public really began to learn about Redstone’s ruthlessness. His nephew, Michael Redstone, filed a lawsuit that Sumner had cheated him and his late sister out of their inheritance of National Amusements stocks, which had been left to them by Sumner’s father through two earlier stock transactions among Sumner and the grandchildren. A Massachusetts court dismissed the suit on the basis of statute limitations. In 2006, Brent Redstone sued his father for misuse of National Amusements’ funds and complained that Sumner was favoring his sister in the family business. Sumner settled by buying out his son’s one-sixth interest in National Amusements.


      Finally came his falling out with his daughter, the heir apparent, apparent no more. Relations between father and daughter began to deteriorate as Sumner waded into the video game business to the point of being over his head. Shari sought to stop the bleeding and reportedly stood up to her father as no one ever had.50 She was publicly humiliated by Sumner in a letter to Forbes, in which he took credit for the improvement of corporate governance that she had initiated. The Los Angeles Times called the letter a “public slap” to his daughter.51 Sumner also showed disdain for the theater chain that Shari had built up over the years, as a nongrowing industry and a poor fit with Viacom and CBS. Additionally, the letter to Forbes turned good governance against her by stating that succession would be determined by the boards of Viacom and CBS.


      Age eighty-six in 2011, Redstone seemed intent on running things his own way until his death. However, the Great Recession did not spare him. His wealth in 2009, according to the Forbes 400, was down to $2 billion. He was forced to sell $200 million worth of stock in his companies Viacom and CBS, as their prices dropped below levels set by lenders. Redstone also lost big on video-game maker Midway Games both financially and directly, as his daughter gained control of Midway stock and took over as its chair. CBS and Viacom were kept afloat by loans from National Amusements, which in turn owed lenders $1.6 billion in 2010. Nevertheless, the media empire he built would carry on in one form or another, as the company’s content and brands fueled the rapid growth of digital outlets.


      The AOL–Time Warner Merger


      While Viacom pursued government approval of its acquisition of CBS, in January 2000 America Online (AOL) announced its intention to acquire Time Warner for an estimated $165 billion. Following the Viacom-CBS merger, it was the largest merger in world history, not just in media history. The estimated value of the combined companies was $350 billion. As one industry analyst put it, only a merger of AT&T, Yahoo, and Disney would have been of equal significance.52 This merger brought AOL’s 20 million Internet subscribers together with Time Warner’s 35 million HBO pay-cable subscribers, 13 million cable system subscribers, and 120 million magazine readers, including readers of Time, People, and Sports Illustrated. Time Warner’s cable news network, CNN, reached a global audience of 1 billion at the time. Its Warner Brothers’ film and television division and Warner Music, with more than forty labels, were global leaders in their respective industry sectors.


      The deal involved converting Time Warner and AOL to AOL Time Warner stock, with Time Warner shareholders receiving one-and-a half shares of AOL Time Warner for each share of Time Warner stock they owned, and AOL shareholders receiving one share of AOL Time Warner stock for each share of stock in AOL. This gave AOL shareholders 55 percent and Time Warner owners about 45 percent of the new company. It seemed like the perfect marriage, and Wall Street gave its blessing. The courtship lasted a year before the nuptials commenced.


      Merging to Make a Better World


      The significance of the AOL–Time Warner merger made front-page headlines. The State College (Pa.) Centre Daily Times reported that the merger between the world’s largest Internet service provider and the world’s largest media empire “means whenever you pick up a magazine, turn on the TV, flip to a cable channel, go to the movies or log on to the Internet, AOL Time Warner will probably be there with you.”53 It’s possible that the reporter was alluding to AOL’s penchant for monitoring the proclivities of its customers, but considering the total lack of any critical assessment of the deal, this is doubtful. Rather, the sole sources, AOL chairman and CEO Steve Case (211th on the 2001 Forbes 400 list, worth $1.1 billion)54 and two financial analysts, celebrated the merger as a historic transformation of the media and Internet landscape. A follow-up article from Knight Ridder further celebrated the deal as a boon to Silicon Valley.55


      On the PBS NewsHour with Jim Lehrer, Case and Time Warner CEO Gerald M. Levin put a similar history-making spin on the merger.56 The script, according to New York Times television critic Walter Goodman, cast the merger as an altruistic endeavor that had nothing to do with power and money. “This is not trying to have control for some self-serving reason,” Case was quoted as saying. “In business, you can have a social commitment.” Levin agreed: “This company is going to operate in the public interest.” When Case announced his commitment to creating “the most respected company in the world,” Levin did him one better: “We want to make a better world.”57 In their universe, this meant integrating Time Warner brands with the marketing and delivery power of AOL. As Goodman concluded, nothing in the script suggested improving the quality and diversity of the merged company’s output.


      Merging as Mating


      Despite the global implications of the merger for media and democracy, much of the New York Times reporting and commentary remained superficial. The dominant themes involved fashion, cuisine, and romance. For example, the day after the merger was announced, the front page of the paper included a large color photo of Case and Levin. In identifying the two CEOs, the photo caption accompanying the lead story described Case as “with tie” and Levin “without tie.”58 Another accompanying story, also on page 1, explained how strange it was for Case to wear a suit and tie while announcing the takeover of Time Warner, since he was known “for clinging to his casual costume of denim shirts and khakis on even the most formal occasions.”59 A third front-page story noted that Case had once appeared in a Gap ad.60 Levin, it was noted, removed his tie before the news conference, then welcomed the “suits from Virginia,” home of AOL’s headquarters. A next-day lead article in the New York Times business pages described an AOL senior executive as expressing relief that Time Warner had casual dress days five days a week.61 The article is accompanied by a large color photo of AOL’s president, Robert W. Pittman, without tie—an accessory that, the reporter notes, was required at Time’s editorial offices in New York until the beginning of the 1990s. A senior executive from the Time Inc. division predicted the merger would be smoother than the one with Warner back in 1989, since the AOL management was made up of “Dockers guys” rather than “Hollywood killer types.”62


      In addition to the fashion hook, New York Times reporters used a cuisine theme to interpret this merger of “old” and “new” media and to speculate upon the potential clash of corporate cultures. The AOL model is cast in the image of Case, who once worked for Pizza Hut,63 was known to hold “regular beer parties” on Fridays at AOL headquarters, and had a penchant for popping jellybeans during interviews.64 Time Inc. once exuded an image of Ivy League gentility. In the 1950s and 1960s, the closing of an issue of the magazine was heralded by a waiter with “a cart of wine and hard liquor for a celebration.”65 The ascension of Levin to the top of Time Warner, however, is said to have “brought about a certain anodyne quality, almost a neutral environment,” and there was reportedly no drinking at the “big, rather bland” Time Warner headquarters at Rockefeller Center in midtown Manhattan.66


      The cuisine and beverage theme reemerged when AOL announced its profit forecasts. One article quoted “people who know both Time Warner and America Online,” who predicted the first culture clash between the two companies would be in the advertising sales area. A former Time Inc. president stated that Time Warner had developed “an implied code of civility,” while at AOL civility was frowned upon. She compared AOL’s pursuit of advertisers to “the bar scene in Star Wars: everyone is a character, and a tough one.”67 The same Time Warner senior executive who commented on the pants worn at AOL did not foresee such a conflict, describing his future colleagues as “latte-drinking nice guys.”68


      The most prevalent metaphor for the merger in the New York Times was that of romance. Reporters typically described the deal in terms of courtship and marriage. The courtship process, we were told, included regular dinners between Levin and Pittman along with their spouses.69 In an article headlined “The Online Generation Courts the Old Guard,” Case is described as a “prickly suitor.” He rebuffed overtures from AT&T but was still “on the prowl” for a “major-league partner” in media or telecommunications, though “unwilling to get together with just any admirer.”70 Case was attracted to Time Warner and was said to have had long phone conversations with Levin, “wooing him with his vision of the wired future.”71 Time Warner had had its chance to merge with AOL when it made its promising debut in the mid-1980s. Now, with AOL’s far greater stock value, it was Time Warner shareholders who, as the New York Times reported, “leapt in celebration, like some waif rescued by a wealthy benefactor.”72 Not everyone approved of the marriage, however. One article cast investors as skeptical parents seeking to rend the couple asunder, believing each had greater value as a single entity.73


      Within three days after the announcement, AOL investors signaled their disapproval by selling off their stock, dropping its value by one-fifth. This, in turn, reduced the value of the deal to Time Warner shareholders, who were to be paid off in AOL stock. Under the terms of the merger contract, however, Time Warner was altar-bound regardless of the price of AOL shares, locking the companies into going forward “for richer or for poorer.”74 Additionally, the marriage had the blessings of Janus Capital, an institutional investor that owned $12 billion worth of AOL and Time Warner stocks. Finally, a key partner in the marriage was Ted Turner (62nd on the 2001 Forbes 400 list at $6.2 billion), then the largest individual shareholder in Time Warner with 6.7 percent of the company’s stock. Bringing together the themes of money and romance, Turner approved the deal, later declaring: “When I cast my vote for 100 million shares, I did it with as much excitement as I felt the first time I made love some 42 years ago.”75


      A closer analysis of the New York Times coverage of the merger does reveal some strains of criticism of the merger and the trend it exemplifies, beginning with columns by reporters on the media beat. From the “Arts/Culture Desk,” for example, Walter Goodman mocked the cuisine metaphor, describing Levin as “carried away by a strange image of gobbling up all the information and entertainment” that he foresaw “flooding America, digitally or otherwise.” Levin is quoted as saying: “I want to ingest it” and “consume it,” to which Goodman responded: “He sounded like a commercial for Pepcid AC.”76 In a “Digital Commerce” column, Denise Caruso burlesqued the courtship metaphor that likened AOL’s proposed purchase to “a snapshot of the new economy versus the old.” The merger was not, she insisted, “a slightly sordid wedding between a luscious nubile and her tottering trophy husband, shuffling to the altar on his last hormonal surges.” Rather, it was “more like two very wealthy old men doing combovers on their balding pates, trying to look hip and zippy but not quite willing to let go of the past,” while gaining as much control over the evolving online entertainment distribution system as possible.77 On the advertising beat, Stuart Elliott cited a CEO of a leading interactive advertising agency who praised the “union” of Time Warner’s database and “amazing knowledge of the American consumer” with AOL’s “amazing knowledge” of its 20 million members.78 He acknowledged that some advertising agency executives had concerns about “overconcentration and oligopolistic control” of the media industry, but he did not quote them or explain why: because advertisers would be forced to pay higher rates, as a smaller number of companies charge more for access to their growing range of media outlets. Indeed, these concerns were summarily dismissed with a quote from a Saatchi and Saatchi media director: “I don’t think those issues pertain here.”79


      The Big Media Debate


      The New York Times ran a lead editorial following the merger announcement, acknowledging anxiety about the potential societal effects of the monopolization of the media market in the hands of a few companies. Finally, however, the editorial suggested that the deal would increase access to high-speed Internet services and lead to “broader choice.”80 For New York Times editors, the more serious threat posed by such economic concentration was to the U.S. political system: the ability of such “corporate behemoths” to “buy political influence.” The editors concluded that there was no need to scuttle such mergers but rather to reform campaign finance laws.


      Cartoonists and Other Critics


      Appearing opposite the New York Times editorial, a piece of op-art by cartoonist Tom Tomorrow depicts a clueless middle-class U.S. couple celebrating the merger as the world takes “one step closer to the single source of news, information and entertainment” and dreaming about the day when AOL Time Warner merges with Microsoft.81 Below the cartoon is a serious op-ed piece by Robert H. Frank, a Cornell University economist, who argues that the merger is driven by “the technological imperative” to either “dominate or perish.” In his view, AOL Time Warner’s ability to dominate the market therefore promises to benefit stockholders and consumers alike.82


      The State College (Pa.) Centre Daily Times also relied on syndicated political cartoons to provide its readers with critical views on the merger. One drawing, by Kevin Siers, imagines an outer space view of planet Earth slapped with a label stating: “Contents: Copyright AOL Time Warner.”83 Another, by Tom Toles, envisions a series of morphing computer screens, beginning with the words “Microsoft Inc.” and ending with something called “Soft-CBS-Viacom Inc.”84 Both were welcome commentaries on the ramifications of media concentration. The only extended analysis of the deal was a guest editorial written by Henry Giroux, then a Pennsylvania State University professor of cultural studies and education. In it, Giroux criticized AOL Time Warner for seeking to harness culture, entertainment, and information “to unfettered consumerism” at the expense of more important noncommercial values necessary for a healthy democracy, such as “a respect for freedom, equality, liberty, cultural differences, constitutional rights and economic justice.”85 This “My View” column, prefaced with an authorial byline and biographical blurb, was carefully placed on the “Viewpoints” page of the paper under the aforementioned morph cartoon—lest readers assume it in any way reflected the opinions of the Centre Daily Times.


      No Cause for Alarm


      Nonetheless, there was nothing approaching even this level of critique in the New York Times. A concerned reader had to scour the middle pages of the business section to find two articles raising questions about the effects of the deal on media autonomy and democracy. The journalists consulted their golden Rolodex for critics of Big Media and dutifully cited Ralph Nader (identified as a “consumer advocate”); Ben H. Bagdikian (author of The Media Monopoly); Robert McChesney (communications professor at the University of Illinois and cofounder of Free Press); and Jeff Cohen, founder of Fairness and Accuracy in Reporting (FAIR), described as “a liberal-leaning media watch group.”86 These sources made strong arguments concerning the threats posed by media concentration to journalistic independence and information diversity. In a “News Analysis” article, Laurence Zuckerman noted a seeming paradox: Public debates over media concentration have diminished since the 1980s, even as media concentration has increased. He subtly acknowledged that the lack of public discussion over Big Media is only apparently paradoxical, since the media themselves, as powerful shapers of the public agenda, have conveniently ignored it. He finally suggested that the ambiguities of the issue may simply have “sapped many people’s sense of outrage.”87


      Perhaps the sapping of people’s outrage is precisely due to the mainstream media’s coverage of media mergers. Traditional journalistic practice is to reduce complex issues to two sides (see chapter 5). However, when it comes to covering events concerning the media business, journalists seem compelled to discover ambiguities that resist such reduction. Hence, Zuckerman suggests four reasons for why the AOL–Time Warner merger was not as alarming as the critics he quotes warn. First, he argued that concentration of media ownership and control is not a problem because of the proliferation of new media outlets, from cable networks to the Internet. Second, Big Media do not crowd out alternative voices; they enhance the diversity of the marketplace because they have the resources to launch new media products and absorb losses generally incurred by such ventures (for example, the millions spent by the Gannett Company before USA Today became profitable). Third, Zuckerman claimed that concerns that media conglomerates will use their outlets to protect or promote their own interests are overstated; attempts by these companies to stifle embarrassing news coverage in their subsidiaries will eventually come to light when they are “pounced upon by competitors, often owned by rival conglomerates.” Additionally, owners and editors committed to editorial integrity will not allow their media outlets to promote personal causes, because, Zuckerman quotes Norman Pearlstine, editor in chief of Time Inc., as saying, “then you are going to have bad journalism.”88


      Finally, Zuckerman suggested, critics of Big Media may merely be “blinded by nostalgia” for some “golden age 30 or 40 years ago” when broadcast and newspaper companies were independently owned and operated. In fact, he claims, journalists working for such firms were often beholden to advertisers such as car dealers and supermarket and department store chains, or constrained by the interlocking economic and political interests of the company’s owners. He concludes that only global media conglomerates have the clout to stand up to threats from advertisers, big business, or national governments.89 Zuckerman does not allow his sources to provide counterarguments to his claims. Instead, Nader is cast as an alarmist for being “extremely critical of the deal” and an elitist in his hopes that mainstream media will finally collapse by boring audiences to tears. Bagdikian is cast as the blinded nostalgic. To find such counterclaims, a critical reader had to turn to the alternative media. They have the least to lose for criticizing media concentration and the most to lose as a result of this process.


      The Technology Fix


      The first claim, which holds that media concentration is not a serious problem because of the proliferation of new media outlets, can be countered by the rebuttal that the very purpose of such mergers is to create closed systems in which content and delivery systems are internally linked. Until the AOL–Time Warner merger, AOL supported open systems, since it required access to phone and cable lines to provide its Internet service, reaching 54 percent of U.S. households at the time. By acquiring Time Warner’s cable system, with 22 percent of the nation’s cable subscribers, the combined companies created a natural incentive to bundle their services and restrict access to their cable systems.90 AOL promptly dropped its commitment to open access after announcing the merger. So although the combination of the Internet and broadband cable services had the potential to deliver content from millions of sources, it made more sense for a media monolith to deliver that which it already owned. AOL–Time Warner was tapping into a trend pointed out by Joel Bleifuss, editor of In These Times, in which Internet traffic was already being routed to fewer and fewer sites. Already by the year 2000, the one hundred most-visited websites accounted for nearly half of all pages viewed.91 Jupiter Media Metrix reported that between March 1999 and March 2001, the total number of companies controlling half of U.S. user minutes online shrank 64 percent, from eleven to four. Even more drastic was the drop in the number of companies controlling 60 percent of all U.S. minutes spent online during the same period, from 110 to 14, an 87 percent decrease.92 According to Bleifuss, the average online user in 2000 spent almost 20 percent of his or her time on the Internet at the top ten websites. AOL–Time Warner’s goal was to have its sites among them.93


      In another In These Times editorial, Pat Aufderheide described ways this could be done, such as rigging the speed of transmission of favored websites or making sure AOL–Time Warner services pop up first on the computer screen.94 Hence, rather than giving people greater ability to produce, distribute, and receive information via the Web, the Big Media continued to seek to reproduce a captive consumer audience. This is inherent to the logic of vertical integration and is confirmed by the media’s historical record. Each new medium is introduced with high hopes and expectations of increasing diversity and communications democracy. However, existing economic and political forces always seem to undermine these promises. Brian Winston called this recurrent historical pattern the “‘law’ of the suppression of radical potential,”95 meaning there was no reason to believe that the future of the Internet would be any different.


      Those who claim faith in the technology fix are determinists who see technological advances as progress in motion. They fail to consider or they ignore the unintended consequences of new technologies, or they believe that problems caused by new technologies can be fixed by more technology. Big Media coverage of solutions to the Gulf of Mexico oil spill in May 2009 revealed its general bias toward the technology fix, while having to finesse its overall tendency to reinforce the use of fossil fuels. Furthermore, the Big Media fuel consumption by celebrating the latest products being brought to the market with occasional tidbits scattered in the press that obscure consistent patterns of unintended consequences. Consider these news items: In South Korea a boot camp/rehabilitation center was established to help young people kick their addiction to the Internet and gaming. The New York Times reported on its front page that more and more workers use their lunchtimes to watch YouTube, news sites, or other sources.96 Web producers had specifically provided content designed for lunchtime viewing. Already alienated workers become more alienated, with the screen replacing the water cooler or cafeteria.


      The Big Media and consumer electronics companies convinced almost everyone that digital photography and videography were an essential product for capturing, storing, and distributing pictures and videos when they were first introduced. Yet columnist David Carr, who writes the “The Media Equation” for the New York Times, reported that the average number of times a computer-stored digital photo was actually viewed had dropped rapidly from once97 to none. The only advantage was that they did not have to be stored in shoeboxes taking up space in the closet. No one figured that cell phones would cause so many unintended consequences, beginning with the subtle disappearance of pay phones, down 2.6 million between 1997 and 2007 and in phase-out mode by 2010.98 Enough research on the unintended consequences of driving while talking or text messaging led certain cities and states to ban the use of handset cell phones on the road. There is a technology fix—voice-responding automobile systems. However, one cannot replace the face-to-face communication with a cell phone, and one does not face the yet unknown risk of getting cancer from the device. This issue is of sufficient concern that it became a research topic for the World Health Organization’s International Agency for Research on Cancer.


      The toll that new technology is taking on our planet and our species can hardly be measured. Regarding waste, a McClatchy wire release cited Environmental Protection Agency (EPA) estimates that 130 million phones loaded with all sorts of toxic materials are sent into the trash can each year.99 Tons of electronic waste is exported to China and other Southeast Asian countries, where workers disassemble them for salvageable substances that at the same time are destroying their health. Other unintended consequences of the digital age include loss of privacy; the proliferation of spam and its waste of work time; sexual predators; the waste produced by disposing of analog television sets in the change to high-definition television; higher crime rates (flash mobs); the substitution of virtual reality for healthy fantasy; interruption of vacation time; a ten-year-old girl who received an MP3 video player bought as a gift at Wal-Mart that was preloaded with pornography and explicit songs about drugs; and the transformation of Craigslist to a resource for both prostitutes and police.100


      Deep Pockets and Diversity


      This brings up the second claim, that critics of Big Media need not worry since conglomerates have the resources to develop and sustain new media outlets and therefore foster media diversity. This claim is defeatist and concedes to oligopolistic control of the media while buying into AOL–Time Warner executives’ claims that they understood the significance of the social and political power they wielded and promised that they would do so with responsibility. It is true that only Big Media can afford the huge losses that often accompany the launching of new media products such as Gannett’s USA Today, or the sustaining of existing unprofitable operations such as News Corp.’s conservative New York Post or Weekly Standard (sold by News Corp. in 2010). The Standard lost its mission with the election of Barack Obama, but it served as the bible of the G. W. Bush administration. It is impossible to imagine these companies doing the same for genuinely alternative voices and views. If this were the case, more than 1 percent of U.S. communities would have competing newspapers, instead of one-newspaper monopolies, and more than just 1 percent of box office revenues would be generated by foreign movies. These situations are not caused by a lack of audience demand but rather are due to the fact that these markets do not achieve the levels of profitability demanded by media investors.


      The deep-pockets argument is more often seen by economists as a threat than an opportunity. Large conglomerates are able to engage in predatory pricing (charging prices below actual costs), because their deep pockets allow them to afford the temporary losses that small and mid-sized firms cannot. Additionally, predatory pricing is usually accompanied by large advertising budgets that cannot be matched by smaller competitors. As smaller firms are forced to leave the business, further concentration of the economy occurs, leading to higher prices and less variety. Although predatory pricing practices are harder to find in the media business, since audiences tend to choose media based on taste rather than price, the large media conglomerates nonetheless maintain significant advantages in the marketplace. They can cultivate tastes for their own products with their enormous advertising and marketing power.


      Media corporations are among the top national advertisers. According to Advertising Age, among the leading national advertisers in 2008, the first year of the Great Recession, Time Warner ranked eighth, spending $2.2 billion on pitching its products and services. Walt Disney Co. spent a little over $2.2 billion in advertising, General Electric (NBC/Universal) ranked ninth at $2 billion, and the Sony Corporation (including Sony Pictures and Sony Music Group) spent $1.46 billion. News Corp. ranked twenty-first at $1.3 billion and Viacom thirty-third, with U.S. advertising spending at $1.8 billion.101


      The arguments that new media technologies or socially responsible media conglomerates should mitigate concerns about merger mania are both essentially flawed, since they confuse what British communications scholar Graham Murdock has called multiplicity with genuine diversity. “More does not necessarily mean different.”102 In its editorial comment on the AOL–Time Warner merger, The Nation feared that the rush of media mergers and joint ventures had already “created the worrisome prospect” that the Internet would go the way of television: “500 channels and nothing worth watching, while the cacophony of independent voices that makes for vibrant public discourse will be pushed to the margins where hardly anyone will even know to look for them.”103


      Fear of Exposure


      The third reason that critics of the AOL–Time Warner merger were cast as alarmists focused on their supposedly undue concerns about the effects of conglomeration and concentration on media content, particularly journalism. In fact, critics have compiled a long list of episodes in which big media have tried to suppress news and information detrimental to their corporate interests.104 The usual response is that concerns are unwarranted precisely because such a list could be produced. The oligopolistic competition among the big media offers assurances that such episodes eventually come to light, embarrassing any company caught violating journalistic ideals. Yet, as Zuckerman grudgingly admitted, “It is impossible to know how many articles have not been pursued because journalists felt it could limit their careers to challenge their corporate parents.”105


      Actually, surveys of news professionals suggest that they routinely take such factors into consideration. In a 1980 survey, 33 percent of editors working for newspaper chains admitted they would not run stories reflecting negatively on their parent firm.106 A 2000 poll conducted by the Pew Research Center for the People and the Press along with the Columbia Journalism Review found that 35 percent of the nearly three hundred reporters and news executives surveyed said that news stories that would hurt the financial interests of a news organization go unreported either often or sometimes. More importantly, nearly 80 percent of those surveyed claimed market pressures led to the avoidance of stories deemed newsworthy but seen as too boring, while more than half claimed avoidance of stories considered too complicated for their audiences.107 A Pew study found that in 2003, 66 percent of journalists at national media outlets and 57 percent of local journalists had come to believe that bottom-line pressure was “seriously hurting” the quality of the news.108 Such surveys no longer need be conducted, as job cuts in the news industry have become a frequent story on the business pages, often in the same paper making the lay-offs. The effects on content extend from the institutionalization of self-censorship to news as infotainment. Under such conditions, the Big Media cannot perform their essential role in keeping the public fully informed.


      Critics of Big Media have also compiled a long list of incidents in which media owners have used their outlets to promote their political and economic interests. The counterargument here is that audiences see such self-promotion as poor journalism and reject it. Accordingly, Time Inc.’s Pearlstine points out that Forbes magazine never openly supported the presidential candidacy of its owner, Steven Forbes, since the magazine’s readers were more interested in the mind-sets of CEOs than those of presidential candidates (which shows where real power lies).109 Although Forbes may not have directly plugged its publisher, this self-proclaimed “capitalist tool” did help legitimize his radically conservative economic policies, such as a regressive flat tax on income. Similarly, Rupert Murdoch’s repurchase of the money-losing New York Post was evidence not of some altruistic effort to preserve another editorial voice, but rather an expansionary move to combine the property with his local television station (even though this was against FCC regulations) and increase his political clout in New York City. This is the same reason for establishing the money-losing Weekly Standard, led by neoconservative editors William Kristol and Fred Barnes, and the Fox News Network, where Kristol served as a frequent guest commentator. Michael Bloomberg, mayor of New York City used his own money to buy his way into the position.


      Clearly, Big Media critics can make a solid case demonstrating that media owners routinely find ways to promote and protect their economic and political interests. However, as Robert H. Lande, professor of law at the University of Baltimore, explained in The Nation, “These problems could exist without any improper intent on the part of the media barons.”110 Therefore, the critique becomes stronger when the focus is shifted from how the behavior of individual corporations and their owners affect media content to the institutional level of how media are used to protect and promote the political and economic interests of the capitalist class as a whole. Once again the historical record shows that the communications system has generally served the dominant class. Although force and coercion have always been central to class domination, gaining the consent of the dominated has generally proven more efficient in maintaining the status quo.


      Despite whatever oligopolistic competition exists among the Big Media, they continue to serve their historical function of maintaining the wealth and power of the current ruling class. As our parenthetical references to the Forbes 400 are designed to suggest, media owners are among the richest individuals in the United States. According to the 2009 Forbes 400, twenty-five of those listed by industry were in the Media category, three in Entertainment, two in Information Technology, ten in Internet, eleven in Software, and three in Telecommunications.111 Forbes’ categorization of source of income leaves out those who made a fortune in the media and then sold out, such as John Kluge, owner of Metromedia (number thirty-five), who made his fortune selling his television stations to Rupert Murdoch; Thomas Hicks (number 371), with $1 billion made from selling Clear Channel; or Wayne Huizenga (number 154), worth $2.1 billion from selling Blockbuster to Viacom. Many of the Forbes 400 were listed simply as investors, yet held significant stakes in media and communications companies. An example is Phillip Anschutz, number 37 in 2009 at $6 billion, who owned half of Regal Cinemas, the largest U.S. theater chain in 2010, with 6,739 screens at 545 theaters. Cross-ownership, investor relations, interlocking boards of directors, and joint ventures result in the thorough integration of Big Media with Big Business.


      Benjamin M. Compaine rightly concluded that most media investors are most concerned with a company’s long-term profits and do not concern themselves “with the controversial—or lack of controversial—content of movies or books or television shows”112—although they do expect management to avoid controversial content to protect the corporate image. Big Media critics do not claim otherwise. Indeed, as Thomas Guback concluded after examining the ownership and control of the filmed entertainment industry, institutional investors are most concerned with “sound financial results.” However, Guback pointed out that there are indirect and structural influences on content, since media owners “share a class interest that shapes their posture toward social resources: how they are used, by whom, for what purpose and in whose interest.”113


      More important, though, is the role of the power elite in promoting the long-term stability and goals of the ruling class as a whole. Interlocking boards of directors provide a site where such interests can be pursued. Outside board members, those not involved in day-to-day operations, serve precisely that purpose. Thus, AOL’s board at the time of the merger included General Alexander M. Haig Jr., President Ronald Reagan’s former secretary of state; General Colin Powell, the chair of the Joint Chiefs of Staff under President George H. W. Bush; Franklin Raines, chair and CEO of Fannie Mae; and Marjorie M. Scardino, CEO of Pearson PLC, one of the world’s largest publishing companies.114 Time Warner’s board also included outsiders from finance, big business, government, and arts and entertainment. Ties to finance included East-West Capital Associates, an investment banking boutique helping Time Warner find acquisitions, and the Bank of New York Company. Big business links included Hilton Hotels Corporation, UAL Corporation (United Airlines), Colgate-Palmolive Company, and Philip Morris Companies. Former U.S. Senator John C. Danforth and former U.S. Trade Representative Carla Hills provided the company with access to government. Representing arts and entertainment were Beverly Sills Greenough, chair of the Lincoln Center for the Performing Arts, and Francis T. Vincent Jr., former commissioner of Major League Baseball.115


      Like institutional investors, members of boards of directors are expected to protect the interests of stockholders. Their presence alone can make media executives think carefully about running stories that may offend certain economic interests. More important is the power directors have to hire, fire, and discipline upper-level management. Since the trend has been toward an increase in the number of other corporate executives and directors, the ties among the members of Big Business continue to become more intertwined. Interlocking directors can do favors for one another as their business interests cross paths. Boards of directors also advise stockholders on how to vote on shareholder proposals—and control the proxy vote of those who don’t. For example, in Disney’s 2002 Notice of Annual Meeting of Shareholders, the board of directors advised shareholders to vote against proposals that would prevent the company’s accountants from also serving as consultants; compel the company to follow a set of widely accepted human and labor rights standards for its operations in China; require the company to disclose its policies on amusement park safety and fully report all injuries; and limit the stock options received by individual executive officers.116 A “no” vote on these proposals was virtually predetermined, given the millions of Disney stockholders who own only a handful of shares and the handful of Disney stockholders who own millions of shares and control the proxy vote by default. Disney eventually did adopt the proposal to sever its accounting and consulting services—but only in response to threats by labor unions to drop the company’s stock from their pension fund portfolios. In the wake of the Enron, WorldCom, and Global Crossing accounting scandals that came to light in 2001–2002, boards of directors were forced to become even more active in company oversight and even more independent of company management to look after class interests as a whole.


      Still, in cases where the owner is also the majority stock owner, as in the case of Redstone at Viacom, owners retain the power to block resolutions put forward by stockholders. Redstone urged shareholders to vote no on a resolution introduced in the 2007 Proxy Statement by the As You Sow Foundation, Maryknoll Sisters, and Saint Joseph of Capuchin Order that Paramount Pictures refrain from depicting tobacco use in “youth friendly” movies, as Disney and Warner Brothers had already agreed to do.117


      The most important function of boards of directors is the role their institutional connections play in forging the unification of the capitalist class around its common stake in preserving the existing unequal distribution of wealth and power. Accordingly, unlike the textbook version of capitalism, nominally competitive and independent firms are formally linked into a “network of relationships that makes cousins of entire broods of economic giants”118 including the Big Media, which play a central role in protecting and promoting the family business. Such a critique of the effects of Big Media on news and information runs the risk of being seen as a conspiracy. However, as Bagdikian explained, “in modern times actual conspiracy may not be necessary,” since large media corporations “have shared values” that “are reflected in the emphasis of their news and popular culture. They are the primary shapers of American public opinion about events and their meaning.”119


      False Nostalgia


      Ironically enough, Bagdikian’s reference to “modern times” leads to a fourth way in which critics of Big Media have been summarily dismissed. The argument is that contemporary media critics harbor a false nostalgia for some “golden era” when independently owned newspapers put public service before profit. Jon Katz, writing for The Netizen, epitomizes this nostalgia in his “Media Rant”: “What a truly amazing transformation of American journalism, founded by raggedy outcasts, misfits, idealists, and quarrelsome colonial pamphleteers, none of whom would be allowed to drive Michael Eisner’s limousine today.”120 The 2001 Forbes 400 listed Eisner, then chair and CEO of Walt Disney Co., at number 359, worth an estimated $720 million.


      Defenders of Big Media counter that there never really was a golden era. Family-owned newspapers and broadcasting companies often stifled news that would offend major advertisers. Editors and reporters learned not to pursue stories that might embarrass their companies’ owners or the owners’ friends. Indeed, the apologia goes, as large chains began to gobble up independents in the 1960s, publishers and editors gained greater autonomy, since distant parent companies had less concern about the actual content of the news, provided profit plans were being met. With big parent companies behind them, little papers in news media chains could supposedly stand up to advertisers, business interests, and government officials, serving their communities with stronger local reporting. Compaine dismisses so-called nostalgists with academic research supporting defenders of chain-owned newspapers. Based on “snapshots taken over several decades,” Compaine finds that the “overwhelming weight of the research has shown that . . . corporately owned newspapers and ‘monopoly’ newspapers are, overall, either indistinguishable from family-owned newspapers or, by some accounts, superior.”121


      In fact, critics of Big Media are well aware of the dangers of romanticizing market competition.122 There are inherent problems in a system in which news is produced to sell audiences to advertisers and produce profits for their owners. Yes, journalists have always faced constraints generated by the system, whether working for family-owned operations or large national newspaper chains. However, Robert McChesney identified a substantial change as a result of concentrated media ownership. Whatever autonomy journalists once had, which was not used very effectively for the most part anyway, has diminished significantly, resulting in “a softening of news stories and a reluctance now to attack major advertisers.”123 For Katz, the problem was that the Big Media had turned editorial content over to mass-marketers. “They have to avoid content that’s controversial, idiosyncratic, or too brainy. In the 1990s, the people running the media ape one another in the most important ways: They value market research, profits, status, and expansion.”124 Ultimately, Bagdikian continues, if Big Media do have a record of improvement in service to the public or independence from government, it is “not sufficiently impressive to counter the dangers of tightening control of public information.”125


      Consumer and public interest advocates, such as the Consumers Union, Consumer Federation of America, the Media Access Project, and the Center for Media Education, opposed the AOL–Time Warner merger on precisely such grounds. Internet service providers (ISPs), regional Bell telephone companies, AT&T, NBC, and the Walt Disney Company also opposed the deal, but due to concerns about market power rather than media democracy. In one of its last major decisions under the Clinton administration, the Federal Trade Commission (FTC) approved the merger in December 2000, after requiring America Online and Time Warner to sign a five-year consent decree promising access to its cable systems to competing ISPs, including the nation’s second-largest ISP at the time, Earthlink Inc. This guarantee, as well as the promise that AOL–Time Warner would not favor its own content or discriminate against others when transmitting content over its cable systems, including interactive television services, assuaged opponents of the deal. Without such concessions it is unlikely the merger would have been approved, but by making them, the two companies signaled their belief that cross-marketing opportunities produced by the combination were more important. While the deal was pending, a test of this assumption proved successful when AOL’s promotion of Time Inc.’s magazines resulted in 600,000 new subscriptions in just six months.126 Demonstrating its same belief in the power of branding, the Walt Disney Company issued a statement approving the FTC agreement as a “huge victory for consumers and for competition.”127


      The final site of resistance to the merger was before the FCC. Consumer advocates, media access advocates, and competing firms had petitioned the commission to block the deal. Among the five commissioners was Michael Powell, who refused to recuse himself from the deliberations even though his father served on the AOL board. One year and one day after America Online and Time Warner announced their union, the FCC approved the merger, subject to conditions, and rejected all petitions to deny.128 The FCC’s order required AOL to open its instant messaging service to Internet rivals once the companies began integrating the service with Time Warner’s high-speed cable systems. The New York Times reported that “consumer groups hailed” the FCC’s decision, but only Gene Kimmelman, codirector of the Washington, D.C., office of the Consumers Union, is quoted.129 In his view, the combined actions of the FTC and FCC had averted “enormous dangers to consumers” and “transformed a merger that threatened competition into one that could actually expand consumers’ choices for high-speed Internet and interactive TV services.” A Time Warner spokesman called the FCC’s order “a tremendous win for consumers worldwide.”130


      Post-Merger: Unhappy Marriage, Seeking Counseling


      AOL and Time Warner were officially joined in January 2001. Steven Case took over as executive chairman and Gerald Levin as CEO. It was an expensive affair, and by the end of the year AOL–Time Warner was $21 billion in debt. Two thousand workers were laid off immediately, a total of 3 percent of the workforce.131 Revenue and sales failed to match projections, and the value of the company’s stock went into a free fall starting in 2002. Levin “retired” as CEO at the end of 2001 but was actually ousted by board members led by Ted Turner and according to a New York Times report was left with “a reputation tattered by the transaction.”132 He was replaced by Richard Parsons, who beat out co-chief operator Robert Pittman, marking the ascendance of Time Warner over AOL. Parsons presided over what was to be the worst year in U.S. corporate history. The first historic occasion was a corporate record-breaking $54 billion write-down in the first quarter of 2002. The value of the company dropped to as low as $61 billion, and AOL–Time Warner share prices dropped below $10 a share (Time Warner’s shares alone were worth $71 before the merger). Pittman was forced out by the board mid-year as the fortunes of AOL began to decline. The year ended with a notorious $98 billion paper write-down to reflect the decline in share prices, the largest in U.S. corporate history. It still had revenues of $41 billion that year, up 7 percent from the year before. But declines in growth at AOL due to the bursting of the dot-com bubble negatively affected the unit’s advertising revenue, much of it from dot-com companies themselves. Also, subscriptions to AOL’s dial-up service had begun to slow due to household saturation and new services, including broadband. There was also competition from Microsoft with its Netscape Internet service. While AOL had introduced millions to the online world, its luster was starting to tarnish.133


      The year 2003 started off with the announced resignation of Steven Case as chair of the board, who had drawn the ire of investors with Pittman gone.134 Richard Parsons was named to succeed Case in May. Ted Turner quit as vice chairman of AOL–Time Warner shortly after but remained on the board of directors. AOL–Time Warner had to borrow another $7 billion when it was forced to buy back Bertelsmann’s half of AOL Europe according to the terms of the joint venture. Aside from cross-promotion, the anticipated synergies had not materialized. Time Warner’s debt was at $29 billion when it agreed to buy back AT&T’s 27 percent stake in Time Warner Entertainment for $3.6 billion, $2.1 billion in cash and the remaining $1.5 billion in AOL–Time Warner cable stock. These proceeds ended up in the hands of Comcast as it was buying out AT&T’s cable business to become the largest cable operator. Comcast ended up with a 21 percent stake in a newly formed Time Warner Cable company.135 Meanwhile, the SEC began an inquiry into an advertising deal between AOL and Vivendi regarding suspicious accounting practices.


      AOL–Time Warner’s debt had become a straitjacket on further expansion, so it began to sell off assets to bring it down. There was also a change in the company’s name. AOL–Time Warner sold Comedy Central to Viacom in July 2003. Viacom’s interest was increasing its leverage with cable operators by expanding its stable of cable networks and programming. AOL–Time Warner raised another $800 million from the sale of its stake in DIRECTV, owned by Hughes Electronics, a unit of General Motors (later bought out by Rupert Murdoch’s News Corp.). Cinram International Inc. bought the CD and DVD manufacturing division of the company for $1.05 billion. Another $750 million came from Microsoft to settle an antitrust suit. Still, the company continued to struggle. In August 2003, AOL executives asked to have AOL dropped from the corporate title, claiming the association with Time Warner’s troubles was tarnishing its image. The board agreed to rename the company Time Warner Inc. and changed its stock ticker from AOL to TWX. In November 2003, Time Warner announced the sale of the once mighty Warner Music Group to Edgar Bronfman Jr. and a group of private equity investors including Thomas H. Lee Partners, Bain Capital, and Providence Equity Partners for $2.6 billion. Other sales continued through the years, including its book unit and its sports franchises in Atlanta.


      The price of Time Warner stock eventually settled in at around $18 a share at the beginning of 2005. It was not good enough for investors. Corporate raider Carl C. Icahn, who owned 1.3 percent of the company’s stock, joined with three other hedge funds to bring the total to 2.6 percent. Icahn and friends began to pressure Time Warner to spin off its cable television business and buy back $20 billion worth of its stock.136 Parsons fended the group off when he agreed to the $20 billion stock buy-back to be completed in 2007 but held firm on selling the cable division. Parsons had too much support from institutional investors after rescuing the company from the merger debacle, selling off Warner Music before the music industry decline, fending off government investigations, easing out Stephen Case, and putting an end to the culture wars within the company.137 He did stand by while AOL was broadsided by Google, Yahoo, and Microsoft’s MSN. In August 2006, AOL transformed itself to a purely ad-supported service. Its 17.7 million remaining subscribers no longer had to pay for the service. Five thousand AOL workers lost their jobs, roughly three thousand with the sale of AOL Internet access businesses in Britain, France, and Germany and two thousand in the United States, mainly in customer service.138


      In December 2007, Parsons retired and chief operating officer Jeffrey Bewkes, with a long history at Time Warner, took over as chair and CEO of Time Warner. He inherited a company with assets of $132 billion in 2006, with total revenues that year of $44.2 billion, net income of $6.55 billion, and outstanding debt of $35 billion.139 Bewkes suggested that Time Warner would not look the same after 2007 (see table 2.3).140 The implication was that Time Warner Cable would be sold off and possibly AOL as well, leaving the company to focus on the production of content and letting others take care of distributing it throughout the media system. These two units provided one-half of Time Warner’s value. Therefore, one risk of the spin-offs was that the smaller company would be ripe for takeover itself.


      Separation and Divorce


      Despite the risk of becoming too small and a takeover target, Time Warner spun off Time Warner Cable (TWC) to Time Warner stockholders in March 2009. The parent company distributed 0.083710 a share of TWC common stock for each share of Time Warner common stock.141 The split-off was a $9.5 billion windfall for Time Warner, while TWC had to borrow $9 billion for a syndicate of banks that raised its total debt load to $24.2 billion. Still, by the first quarter of 2010, TWC remained second to Comcast’s 25 million video subscribers with 14.8 million of its own. In total, it served 26 million video, voice, and high-speed data subscribers.142


      Although there are no longer formal ties between Time Warner and TWC, there are informal ones via the TWC board of directors, including the former chairman of Time Warner’s Media and Communications Group, who also served as its executive vice president and chief financial officer. Other board members are connected to Big Business (e.g., Proctor & Gamble), private investors, business policy groups (e.g., the World Economic Forum), government (former U.S. Senator John E. Sununu), and higher education. The board had a definite conservative tilt.143 Time Warner overhauled its board of directors in 2009 to make it appear more “independent” than that of 2007 (see table 2.4) meaning that it would be able to assert greater control of corporate operations. It was largely a publicity stunt to regain the confidence of investors; despite the new names and faces, the institutional networks listed in table 2.4 remained in place. This included Time Warner’s continued role in affecting public policy and opinion.


      
        Table 2.3. Partial List of Time Warner Inc. Subsidiaries, 2007


        • America Online LLC


        • Advertising.com


        • AIM


        • AOL


        • AOL Canada


        • AOL Europe


        • Compuserve


        • GameDaily.com


        • MapQuest


        • Moviefone


        • Netscape


        • Spinner.com


        • TMZ.com


        • Truveo


        • Winamp


        • Xdrive


        • Home Box Office Inc.


        • Cinemax


        • Cinemax On Demand


        • HBO


        • HBO Independent Productions


        • HBO Mobile International (11 countries)


        • HBO On Demand


        • HBO On Demand International


        • New Line Cinema Corporation


        • New Line Cinema


        • New Line Distribution


        • New Line Home Entertainment


        • New Line International Releasing


        • New Line Merchandising/Licensing


        • New Line New Media


        • New Line Records


        • New Line Television


        • New Line Theatricals


        • Picturehouse


        • Time Inc.


        • Entertainment Weekly


        • Essence


        • Fortune


        • Fortune Asia


        • Fortune Europe


        • Golf


        • In Style Money


        • People


        • People en Español


        • Sports Illustrated


        • Time


        • Grupo Editorial Expansion


        • IPC Media


        • Special Niche Magazines (81 titles)


        • Southern Progress Corporation


        • Coastal Living


        • Cooking Light


        • Health


        • Southern Accents


        • Sunset


        • Sunset Books


        • Time Inc. Business Units


        • Time Inc. South Pacific


        • Time Warner Cable Inc.


        • Cable Franchises (23 cities)


        • Local News Programming (9 cities)


        • Road Runner High Speed Online


        • SportsNet New York


        • Time Warner Cable


        • Turner Broadcasting System Inc.


        • Adult Swim


        • Cartoon Network


        • CNN


        • CNN Airport Network


        • CNN Headline News


        • CNN International


        • Court TV


        • NASCAR.com


        • PGA.com


        • TBS


        • Turner Classic Movies


        • Turner Network Television


        • Veryfunnyads.com


        • Williams Street Studio


        • Warner Bros. Entertainment Inc.


        • DC Comics


        • Warner Bros. Consumer Products


        • Warner Bros. Home Entertainment Group


        • Warner Bros. Advanced Digital Services


        • Warner Bros. Anti-Piracy Operations


        • Warner Bros. Games


        • Warner Home Video


        • Warner Premiere


        • Warner Bros. International Cinemas


        • Warner Bros. Pictures


        • Warner Bros. Pictures International


        • Warner Bros. Studio Facilities


        • Warner Bros. Television Group


        • The CW Television Network (50%)


        • Kids WB


        • Telepictures Productions


        • Warner Bros. Animation


        • Warner Bros. Television


        • Warner Horizon Television


        • Warner Bros. Theatre Ventures


        • Warner Independent Pictures Group


        Source: Time Warner Fact Sheet 2007, www.timewarner.com

      


      Time Warner involved itself significantly in the lobbying process during the 1998–2004 period, including some of its roughest years of marriage, with expenditures of $46 million.144 Its campaign contributions for the period totaled $4.6 million. Like Viacom-CBS, it favored the Democratic Party with 63 percent of its contributions, but it also contributed 36.5 percent to the Republican Party. Between 1989 and 2012, it ranked thirty-first among the “heavy hitters,” donating $20 million to candidates, with 72 percent going to Democrats.145 In the 2008 election cycle, Time Warner contributed over $3 million to federal candidates and parties, 81 percent of that going to Democrats.146 Time Warner’s Political Action Committees contributed $2.11 million to federal candidates in 2008. That year television, movie, and music companies donated nearly $50 million. Also that year, Time Warner spent over $8 million on lobbying government agencies and elected officials.147 Lobbying expenditures by the TV, film, and music industries as a whole totaled $102,585,026.148 Both lobbying and campaign contributions are multiplied further through contributions by trade associations to which the Big Media belong. This political spending must be put into the context of the George W. Bush administration and its open hostility to the entertainment industry as a whole. This suggests that using money to influence politics is both defensive and offensive. Defensively, the Big Media give according to potential threatening government legislation and rules that may disturb their oligopolistic status or curbs on content. Offensively, lobbying and campaign contributions allow Big Media to influence federal agencies and write the laws that are to their benefit, such as tax breaks, subsidies, and self-regulation. The Great Recession underscored the nature of capitalist greed and how self-regulation becomes the central means to exploit it.


      
        Table 2.4. Time Warner Board of Directors Interlocks, 2007


        • Banks, Financials


        • Appleton Partners Inc.


        • Barksdale Management Corporations


        • Carver Bancorp Inc.


        • Collins & Aikman Corporation


        • Gordon Brothers Group


        • Forstmann Little & Company


        • JER Investors Trust Inc.


        • J. E. Roberts Companies (2)


        • KPCB Venture Capital


        • Kleiner, Perkins, Caulfied & Byers


        • Oak Grove Ventures


        • TIAA-CREF


        • Vincent Enterprises


        • World Bank/International Monetary Fund (former)


        • Business Policy-Planning Groups and Think Tanks


        • American Assembly


        • Bilderberg Group


        • Center for Global Development


        • Center for Law and Renewal


        • Committee to Encourage Corporate Philanthropy


        • Council on Foreign Relations (2)


        • Institute for International Economics


        • National Bureau of Economic Research


        • Partnership for New York City


        • Education


        • Harvard


        • Johns Hopkins


        • Northwestern


        • Stanford


        • Yale


        • Foundations and Philanthropies


        • American Museum of Natural History


        • Apollo Theatre Foundation


        • Barksdale Reading Institute


        • Central Connecticut State University


        • Children’s Defense Fund


        • Combined Jewish Charities


        • Committee to Encourage Corporate Philanthropy


        • Conservation International


        • Creative Coalition


        • Harvard University


        • Howard University


        • Markle Foundation Task Force on National Security in the Information Age


        • Mayo Foundation


        • Memorial Sloan-Kettering Cancer Center


        • Museum of Modern Art


        • Museum of Television and Radio


        • Rockefeller Brothers Fund


        • Simon Wiesenthal Center


        • Tufts University


        • Yale University (St. Thomas More Chapel and Center)


        • Government (former and current)


        • Foreign Intelligence Advisory Board (Bush appointee)


        • New York City Housing Authority


        • TechNet (lobbying firm)


        • U.S. Deputy Secretary of Defense


        • U.S. Securities and Exchange Commission


        • Law Firms


        • Mintz, Levin, Cohn, Ferris, Glovsky & Popeo PC


        • Ropes & Gray


        • Other Corporations (former and current)


        • AMR Corporation (American Airlines)


        • AT&T Wireless


        • BBN Technologies Inc.


        • Cabela’s Inc.


        • Coca-Cola Company


        • Colgate-Palmolive


        • Dell Inc.


        • FedEx Corporation


        • Hilton Hotels Corporation (co-chair/CEO retired 2007)


        • KB Home


        • Kentucky Fried Chicken Corporation


        • Kraft Foods Inc. (2)


        • Marriott Corporation


        • Netscape Communications Corporation


        • Paratek Pharmaceuticals Inc.


        • Philip Morris Companies Inc.


        • Prematics Inc.


        • Sun Microsystems Inc.


        • Other Media and Entertainment Companies (former and current)


        • Axel Springer AG


        • Brillant 310 GmbH


        • Citadel Broadcasting Corporation


        • Columbia Pictures Industries Inc.


        • Deutsche Presse Agentur GmbH


        • Harrah’s Entertainment Inc.


        • Leipziger Verlags-und Druckereigesellschaft mbH & Co. (books)


        • Major League Baseball (commissioner)


        • Omnicom Group Inc.


        • ProSiebenSat.1 Media AG, dpa


        • Walt Disney Company


        Sources: Time Warner Inc. Proxy Statement 2007; corporate and organization websites

      


      Epilogue


      Ten years after the celebrated wedding announcement, the New York Times changed its tone. With a combined value of just $50 billion (compared to its original stabled value of $350 billion) and only 5 million subscribers (compared to 26 million in 2000), Times online beat reporters called “the divorce a healthy decision.” Time Warner could concentrate on its core media businesses, while AOL could “move forward without the shackles of a bureaucratic corporate parent.”149 Finally, the Times interviewed the major players in 2010, as the sub-headline read, to “Reflect on a Debacle”: how the two got together and what went wrong.150 Levin reminisced about the beginning of the courtship at the fiftieth anniversary of the Peoples Republic of China at Tiananmen Square in 1999 when he was seated in front of Case and his wife. One thing that Levin registered was that the two seemed “to have a very sweet relationship and I like that.”151 Eduardo Mestre of the investment bank Salmon Smith Barney commented on the exuberance of the press at the time by hailing “the triumph of the New Economy”:


      If you go back and read what was written in the Journal and was written in the Times about this transaction, you would have thought it was the second coming of the messiah. I’m sure that if one were to read those words today one would find it amusing, maybe dated, but it was, for financial reporting, it was as soaring and this is the great epiphany-of-life kind of journalism and you read it and it brought tears to year eyes.152


      Ted Turner said he would “like to forget it . . . and that it should pass into history like the Vietnam War and the Iraq and Afghanistan wars. It’s one of the biggest disasters that have occurred to our country” (the audacity of comparing a failed corporate merger to the devastation of war notwithstanding).153 Turner lost 80 percent of his net worth ($8 billion) and was ousted as a company executive and finally resigned from the board. Case still insisted on “the core value of the idea,” while Levin turned to technological determinism, in that Google came along with a better design and business plan for search engines. Parsons stressed the “cultural matter,” questioning in retrospect his “abilities to figure out how to blend the old media and the new media culture. They were like different species, and in fact, they were species that were inherently at war.”154 In 2010, Time Warner remained atop the Big Five media companies that controlled the output of mainstream content. AOL, spun off as a public company, remained but a shell of its former self.


      Conclusion


      Our analysis of the institutional structures and media coverage of the two largest media mergers in history leads to several conclusions. First, media merger mania is inherent in the structure of capitalism, as is economic concentration in general. Capitalists would rather plan and control markets than actually compete. As we have shown, this leads to buy-outs, mergers, price discrimination, predatory pricing, and a heavy reliance on advertising and marketing. The media oligopoly seeks above all to minimize risk and maximize profits. The old media have crept their way into the new—along with commodification, commercialization, and concentration. The “core strategic value of the idea” of merging the two has come to fruition. In an early response to the AOL–Time Warner merger published in The People, Ken Boettcher argued that for any “real student of the media it should come as no surprise that new media are being commercialized just like older means of communication.” Nor is it a surprise that “the capitalist-owned media are subject to the same laws of competition that lead to greater and greater concentration of capital—and control—in every industry.” Furthermore, it doesn’t seem to really matter “whether few capitalists or many own and control the mass media,” since the so-called information they convey has “not brought the working class one inch closer to knowing what to do about the dire problems capitalism creates.” Therefore, Boettcher recommends leaving the antitrust reforms to competing elements of the capitalist class and turning our energy and support to alternative, independent media.155


      Second, media coverage reflects a bias in favor of mergers and acquisitions, sometimes even celebrating them if it seems they will lead to greater efficiencies and higher profits. Third, the business pages tend to focus on the individual and organizational levels of analysis, looking at the players and the game plan without putting mergers and acquisitions within an institutional context. We also find that the business pages can be explicitly ideological, as when the Times dismissed critics who questioned the potential negative implications of the AOL–Time Warner merger. Finally, the Big Media are generally silent when it comes to the implications of media mergers for the genuine artistic, journalistic, and intellectual diversity and creativity essential to a genuine democracy.
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