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Product Characteristics and Competition

I So far we have mainly been concerned with the effect of market
power on prices.

I But price is only one characteristic of products: maybe not even the
most important.

I Think of development of new drugs or electronics: the mere
existence of these products is more important than any implication
on prices.

I Today we will look at three recent papers on media markets on the
choice of product characteristics.

1. Steven T. Berry and Joel Waldfogel (2001) “Do Mergers Increase
Product Variety? Evidence from Radio Broadcasting?”, The
Quarterly Journal of Economics , Vol. 116, No. 3 (Aug., 2001), pp.
1009-1025.

2. Gentzkow, Shapiro and Sinkinson (2014) “Competition and
Ideological Diversity: Historical Evidence from US Newspapers?”
American Economic Review. 104(10). October 2014.

3. Gentzkow Matthew, and Jesse Shapiro (2010) “What Drive Media
Slant? Evidence from U.S. Daily Newspapers” Econometrica, Vol
78(1) pp 35-71.



Mergers and Product Variety in Radio

I Berry and Waldfogel study station format in broadcast radio.

I All revenue come from advertising: the advertisers at a first
approximation only care about the number of listeners.

I Price for listeners is zero.

I A monopolist may have different incentives for locating its stations
than competitors would: a country and a pop station rather than
two top 40 stations.



Mergers in Radio

I The FCC has regulated consolidation in broadcast radio and TV.
They were worried about monopolization in the market limiting the
number of voices on radio more than pricing due to market power
(for ads).

I Since the 1990’s, the FCC has allowed for a considerable amount of
consolidation, mainly cross-market mergers, but also some
within-market mergers.

I This is mainly due to the 1996 FCC Act.

I “Between 1993 and 1997 the average Herfindahl index across 243
major media markets in- creased from 1272 to 2096, or by almost 65
percent.”

I Data on 243 radio markets from 1993 to 1997. About 5,869 stations
by 1997.

I Detailed data on format and listenership from Arbitron — the
Nielsen ratings of Radio. These are used to sell ad time.



FCC Policy Bands

whether the growth is stronger in markets with greater
consolidation.

III. EMPIRICAL STRATEGY

The Telecommunications Act of 1996 relaxed ownership re-
strictions to different extents in different-sized markets, effec-
tively running different “experiments” in markets of different
sizes. Prior to the 1996 Act, the FCC’s “radio contour overlap rule”
defined the limits of local commercial radio ownership. This rule
limited the number of jointly owned stations in a local market to
no more than three or four stations, depending on the size of the
market.16 The key to our empirical strategy is that the Telecom-
munications Act (Section 202(b)(1)) of 1996 allowed concentration
to increase to different levels in different markets, as shown by
the following table.

1996 Telecommunications Act Restrictions on Local
Joint Ownership of Radio Stations

Size of market
(# of stations)

Max # of jointly
owned stations

Limit on # in same service
(AM or FM)

451 8 5
30–44 7 4
15–29 6 4
0–1417 5 3

Further, nationwide limits on the total number of stations that
could be jointly owned were entirely eliminated (the previous
limit was 20 AM and 20 FM).18

There are two basic ways we can instrument for the change

16. According to FCC Public Notice 96-60, “[The FCC] permits ownership of
up to three commercial radio stations, no more than two of which may be in the
same service, in radio markets with fourteen or fewer stations, provided that the
owned stations, if other than a single AM and FM station combination, represent
less than 50 percent of the stations in the market; in markets with fifteen or more
commercial radio stations, ownership of up to two AM and two FM commercial
radio stations is generally permitted if the combined audience share of the
commonly owned stations does not exceed 25 percent in the market.” This is also
the source of the rule in the next paragraph.

17. In any case, no one may own more than 50 percent of the stations.
18. The Department of Justice can still review cases and has recently op-

posed some (otherwise legal) mergers on the grounds that they would potentially
raise prices to advertisers. See Klein [1997]. However, it is not clear that the DOJ
can oppose mergers on the grounds of product variety; after all there is no “price”
paid by the listeners in any case.
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Radio Formats

I Country: 14%.

I Adult contemporary: 9%.

I Latino.

I Jazz (smooth Jazz).

I Urban



Regression Results

reduces the growth in station entry. We are concerned that li-
cense scarcity (i.e., that station entry may be possible in small but
not in large) markets may affect this result. To check this, we also
ran the regressions in columns (1) and (2) omitting the top 25 and
top 50 markets. The results hold in all of the specifications. See
below for other robustness checks.

That concentration dampens station entry is especially inter-
esting given the possibility of excess station entry into radio
broadcasting. Berry and Waldfogel [1999a] estimate that, from
the standpoint of maximizing the joint surplus of the buyers and
sellers of advertising (that is, ignoring the value of programming
to listeners), free entry of stations generated three times too
many stations in the top 135 U. S. markets in 1993. It is impor-
tant to emphasize, however, that those estimates ignore the value
of programming to listeners. Consequently, the reduction in the
number of stations associated with increased concentration may
have negative welfare consequences.

Second, does the increased concentration occurring under the
1996 Telecom Act affect programming variety? Existing research
shows a positive relationship across markets between the amount
of radio programming variety and the share of population listen-
ing to radio (see Rogers and Woodbury [1996] and Berry and
Waldfogel [1999b]). This indicates that listeners value variety.
We know (from Table I) that both the average numbers of stations

TABLE II
REGRESSION RESULTS

DStations DFormats/Stations DFormats

OLS IV OLS IV OLS IV
(1) (2) (3) (4) (5) (6)

Constant 5.126* 4.446* 0.014 0.014 3.285* 2.731*
(0.226) (0.280) (0.010) (0.012) (0.192) (0.223)

DOwners 0.525* 0.318* 20.011* 20.011* 0.018 20.151*

(0.045) (0.085) (0.001) (0.002) (0.030) (0.050)

DPopulation
(mil.)

0.230 23.643 0.1569 0.1574 6.518 3.361
(5.80) (6.986) (0.123) (0.1294) (3.767) (4.265)

R
2 0.4181 0.3547 0.1829 0.1829 0.0159 0.0486

N 243 243 243 243 243 243

Asterisk indicates 95 percent level of significance. First-stage regression for IV specification is

DOwners 5 20.319
(0.469)

2 3.218
(0.555)

*policyband 2 2 8.521
(0.770)

*policyband 3 2 9.290
(2.071)

*policyband 4 2 0.0011
(0.0057)

DPop93–97.
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Do firms differentiate their stations from each other

If I offer two country stations, I am competing with myself for listeners to
a large extent.

crowd products to preempt entry, then they will need to crowd them
more closely together in larger markets, where a smaller “hole” is
vulnerable to competitor entry. Table V presents regressions of the
average amount of overlap among local siblings on measures of
market size, and the coefficients on population (or its log) are uni-
formly positive and significant. To check whether our result is an
artifact of “product congestion” that increases in market size regard-
less of whether pairs are jointly owned, we include some specifica-
tions with the average level of overlap among nonsiblings in the
market. The positive relationship between local sibling overlap, and
market size survives intact. This result is consistent with spatial
preemption and is difficult to explain using scale economies.27

27. This result provides systematic evidence of what broadcast trade jour-
nalists have termed the “Wall of Women,” Chancellor Media’s cluster of New York
City stations targeting female listeners. See Schifrin [1998].

TABLE IV
JOINT STATION LOCATION AND LOCAL AND NATIONAL JOINT OWNERSHIP

Number
of station

pairs

Percent
in same
format

Percent in
extremely

similar
(but not
same)
format
(.10)

Percent in
very or

extremely
similar
(but not
same)
format
(.5)

Percent in
similar
(but not
same)
format
(.0)

1. All pairs 180,234a 5.87 4.01 7.24 17.62
2. Unrelated pairs 178,667a 5.84 4.00 7.22 17.58
3. Stations owned

by same firm,
broadcasting in
different market 1,508a 8.42 4.77 9.62 22.02

Difference between
2 and 3

2.58*
(0.61)

0.77
(0.51)

2.40*
(0.67)

4.44*
(0.98)

4. Stations owned
by same firm
and broadcasting
from the same
market 4,433b 4.99 7.60 12.79 27.68

Difference between
3 and 4

23.44*
(0.79)

2.83*
(0.68)

3.17*
(0.91)

5.66*
(1.26)

Calculations of quantities 1, 2, and 3 from all possible station pairs created from a 10 percent sample of
stations in the database (these samples are denoted by superscript “a”). Calculation 4 based on the full population
of same-city jointly owned station pairs (denoted by superscript “b”). Standard errors are in parentheses.
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Mergers and Product Variety in Radio: Conclusions

I Mergers are associated with increasing product variety.

I Monopolists differentiate their stations.



Newspapers and Political Slant

I In the United States, Newspapers have typically been local (at the
city level). This is in contrast with other countries such as Germany
or Italy which have more national circulation.

I This means that many newspaper markets are local, with 1, 2, or 3
papers per market, with the exception of perhaps New York City.

I U.S. Newspapers get most of their revenue from advertising rather
than subscription and purchase revenue.

I Newspapers have historically been heavily subsidized in the United
States: extremely low postal rates.

I Research Question: How do Newspapers choose their political
orientations.

I Gentzkow Matthew, and Jesse Shapiro (2010) “What Drive Media
Slant? Evidence from U.S. Daily Newspapers” Econometrica, Vol
78(1) pp 35-71. First paper on measurement of political ideology.



Data

I Circulation Data from the Audit Bureau of Circulation.

I Ownership from Editor and Publisher Yearbook.

I NewsLibrary and Proquest to get full text of newspapers for 433
papers.

I Full Text of Congressional Record to evaluate the “republicaness” of
a statement.

I “Death Tax” rather than “Estate Tax” Probably a Republication.
I “Medicare for All” Probably a Democrat.

I Election Data on national elections to obtain republicaness of a
district.



Measuring Slant: Democratic Phrases

44 M. GENTZKOW AND J. M. SHAPIRO

TABLE I
MOST PARTISAN PHRASES FROM THE 2005 CONGRESSIONAL RECORDa

Panel A: Phrases Used More Often by Democrats
Two-Word Phrases

private accounts Rosa Parks workers rights
trade agreement President budget poor people
American people Republican party Republican leader
tax breaks change the rules Arctic refuge
trade deficit minimum wage cut funding
oil companies budget deficit American workers
credit card Republican senators living in poverty
nuclear option privatization plan Senate Republicans
war in Iraq wildlife refuge fuel efficiency
middle class card companies national wildlife

Three-Word Phrases
veterans health care corporation for public cut health care
congressional black caucus broadcasting civil rights movement
VA health care additional tax cuts cuts to child support
billion in tax cuts pay for tax cuts drilling in the Arctic National
credit card companies tax cuts for people victims of gun violence
security trust fund oil and gas companies solvency of social security
social security trust prescription drug bill Voting Rights Act
privatize social security caliber sniper rifles war in Iraq and Afghanistan
American free trade increase in the minimum wage civil rights protections
central American free system of checks and balances credit card debt

middle class families

(Continues)

Republicans and never by Democrats, even though pure sampling error could
easily generate such a pattern.) χ2

pl is also simple to compute, in the sense that
it requires only two calculations per phrase: the number of uses by Republicans
and the number of uses by Democrats.

Table I shows the top phrases (arranged in order of descending χ2
pl by length)

in our final set of 1000. Panel A shows phrases used more often by congres-
sional Democrats. Panel B shows phrases used more often by congressional
Republicans.

Our procedure identifies many phrases that both intuition and existing evi-
dence suggest are chosen strategically for their partisan impact. For example,
a widely circulated 2005 memo by Republican consultant Frank Luntz advised
candidates on the language they should use to describe President Bush’s pro-
posed Social Security reform (Luntz (2005)):

Never say ‘privatization/private accounts.’ Instead say ‘personalization/personal accounts.’
Two-thirds of America want to personalize Social Security while only one-third would pri-
vatize it. Why? Personalizing Social Security suggests ownership and control over your
retirement savings, while privatizing it suggests a profit motive and winners and losers.



Measuring Slant: Republican Phrases
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TABLE I—Continued

Panel B: Phrases Used More Often by Republicans
Two-Word Phrases

stem cell personal accounts retirement accounts
natural gas Saddam Hussein government spending
death tax pass the bill national forest
illegal aliens private property minority leader
class action border security urge support
war on terror President announces cell lines
embryonic stem human life cord blood
tax relief Chief Justice action lawsuits
illegal immigration human embryos economic growth
date the time increase taxes food program

Three-Word Phrases
embryonic stem cell Circuit Court of Appeals Tongass national forest
hate crimes legislation death tax repeal pluripotent stem cells
adult stem cells housing and urban affairs Supreme Court of Texas
oil for food program million jobs created Justice Priscilla Owen
personal retirement accounts national flood insurance Justice Janice Rogers
energy and natural resources oil for food scandal American Bar Association
global war on terror private property rights growth and job creation
hate crimes law temporary worker program natural gas natural
change hearts and minds class action reform Grand Ole Opry
global war on terrorism Chief Justice Rehnquist reform social security

aThe top 60 Democratic and Republican phrases, respectively, are shown ranked by χ2
pl . The phrases are classified

as two or three word after dropping common “stopwords” such as “for” and “the.” See Section 3 for details and see
Appendix B (online) for a more extensive phrase list.

We identify “personal accounts,” “personal retirement accounts,” and “per-
sonal savings accounts” as among the most Republican phrases in the Con-
gressional Record, while “private accounts,” “privatization plan,” and other
variants show up among the most Democratic phrases. Similarly, we identify
“death tax” (whose partisan pedigree we discussed above) as the third most
Republican phrase. We identify “tax relief”—a term also advocated by Luntz
(2005)—as strongly Republican, while “tax breaks” is strongly Democratic. On
foreign policy, we identify variants on the phrase “global war on terror” as
among the most strongly Republican phrases, while “war in Iraq” and “Iraq
war” are Democratic, again consistent with accounts of party strategy (e.g.,
Stevenson (2005)).

The phrases in our sample arise regularly in news content. The average
newspaper in our sample used these phrases over 13"000 times in 2005. Even
newspapers in the bottom quartile of daily circulation (in our newspaper sam-
ple) use these phrases over 4000 times on average. The contexts in which
these phrases appear include local analogues of national issues, local impact
of federal legislation, and the actions of legislators from local districts. In Ap-



Newspaper Slant and Local Political Affilations
54 M. GENTZKOW AND J. M. SHAPIRO

FIGURE 2.—Newspaper slant and coefficients on zip code ideology. The y axis shows the esti-
mated coefficient in a regression of the share of households in the zip code reading each news-
paper on the zip code share Republican, for newspapers circulating in more than 200 zip codes.
The x axis shows slant measure.

effect of zip code Republicanism on demand has a clear positive relationship
with the newspaper’s slant.

Figure 3 presents evidence on Hypothesis D2. Each panel shows, for news-
papers in a given quartile of the distribution of measured slant ŷn, the coeffi-
cients on dummies for deciles of zip code ideology rz , in a regression of demand
on decile dummies and market–newspaper fixed effects, weighted by Hz . The
graphs are noisy but consistent with an inverted-U relationship, peaking fur-
ther to the right at higher values of ŷn.

The first column of Table II presents these findings quantitatively. We regress
ln(Szn/(1 − Szn)) on rzŷn, rz , and r2

z , and adjust standard errors for correla-
tion at the newspaper level. Consistent with Hypothesis D1, the coefficient
on the interaction term rzŷn is positive and statistically significant. Consistent
with Hypothesis D2, the coefficient on rz is negative and statistically signifi-
cant, and the coefficient on r2

z is negative and marginally statistically signifi-
cant.

The second column of Table II adds controls for zip code demographics Xz

and zip code demographics interacted with market demographics Wzn. Our
findings survive and, if anything, the evidence for Hypothesis D2 becomes
stronger statistically.
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TABLE II
EVIDENCE ON THE DEMAND FOR SLANTa

Model

Description OLS OLS OLS 2SLS

(Zip share donating 10.66 9.441 14.61 24.66
to Republicans) × Slant (3.155) (2.756) (6.009) (7.692)

Zip share donating −4.376 −3.712 — −10.41
to Republicans (1.529) (1.274) (3.448)

(Zip share donating −0.4927 −0.5238 — −0.7103
to Republicans)2 (0.2574) (0.2237) (0.2061)

Market–newspaper FE? X X X X
Zip code demographics? X X X
Zip code X market characteristics? X X X
Zip code FE? X
Number of observations 16,043 16,043 16,043 16,043
Number of newspapers 290 290 290 290

aThe dependent variable is log odds ratio ln(Szn)− ln(1−Szn). Standard errors (in parentheses) allow for correla-
tion in the error term across observations for the same newspaper. Zip code demographics are log of total population,
log of income per capita, percent of population urban, percent white, percent black, population per square mile, share
of houses that are owner occupied, and the share of population aged 25 and over whose highest level of schooling is
college, all as of 2000. “Zip code X market characteristics” refers to a vector of these characteristics interacted with
their analogue at the level of the newspaper’s market. An excluded instrument in the model in the last column is an
interaction between zip share donating to Republicans and share of Republican in the newspaper’s market in 2004.
The first-stage F -statistic on the excluded instrument is 8.79.

7. EVIDENCE ON THE SUPPLY OF SLANT

7.1. Does Consumer Ideology Affect Slant?

Consistent with Hypothesis S1, slant is highly related to consumer ideology.
Figure 4 plots estimated slant ŷn against the share voting Republican Rn in the
newspaper’s market. The graph shows clearly that in more Republican mar-
kets, newspapers adopt a more right-wing slant. The first column of Table III
shows that in an OLS regression, an increase of 10 percentage points in the
share voting Republican translates into an increase in slant of 0!015. This coef-
ficient is highly statistically significant, and variation in consumer preferences
explains nearly 20 percent of the variation in slant in this specification.

The relationship between slant and consumer ideology is robust to correc-
tions for possible reverse causality from slant to consumer ideology. The sec-
ond column of Table III (2SLS (two-stage least squares)) shows that the es-
timated effect of consumer ideology on slant is similar (though less precise)
when we instrument for slant with an estimate of the share of the newspaper’s
market attending church monthly or more during 1972–1998. This variable has
a large effect on a market’s political leaning (Glaeser, Ponzetto, and Shapiro
(2005)), and our estimates using this instrument are valid if the religiosity of
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FIGURE 4.—Newspaper slant and consumer ideology. The newspaper slant index against
Bush’s share of the two-party vote in 2004 in the newspaper’s market is shown.

a geographic market is exogenous to the political slant of the market’s daily
newspaper.

TABLE III
DETERMINANTS OF NEWSPAPER SLANTa

OLS 2SLS OLS RE

Share Republican 0.1460 0.1605 0.1603 0.1717
in newspaper’s market (0.0148) (0.0612) (0.0191) (0.0157)

Ownership group fixed effects? X
State fixed effects? X
Standard deviation (SD) of 0.0062

ownership effect (0.0037)
Likelihood ratio test that SD of owner effect 0.1601

is zero (p value)
Number of observations 429 421 429 429
R2 0.1859 — 0.4445 —

aThe dependent variable is slant index (ŷn). Standard errors are given in parentheses. An excluded instrument in
the 2SLS model is share attending church monthly or more in the newspaper’s market during 1972–1998, which is
available for 421 of our 429 observations. The first-stage has coefficient 0.2309 and standard error 0.0450. The RE
model was estimated via maximum likelihood. See Section 7.2 for details.



Competition and Slant

I Next Paper is on competition and slant.

I Gentzkow, Shapiro and Sinkinson (2014) “Competition and
Ideological Diversity: Historical Evidence from US Newspapers?”
American Economic Review. 104(10). October 2014.

I Here we are looking at the slant decisions given what other
competitors are doing.

I Also they are looking at a historical period where U.S. Newspapers
explicitly marketed themselves as republican or democratic papers.
Today, I know that the New York Times is more Democratic, and
the Wall Street Journal tends more Republican, but it is not a
published affiliation.

I This means that a paper can position itself as a Republican or
Democratic paper.

I 1924 Circulation Data.



Newspaper Entry: Sum Stats
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We exclude headquarter markets because we wish to estimate our demand model 
using variation in the circulation of the same newspaper across a set of comparable 
small towns in which no single newspaper has a dominant position.

We match towns to 1990 Census place codes using town and state name, and we 
use place codes to match towns to counties, measuring a town’s ideology by its 
county’s presidential vote share. We exclude towns which we cannot successfully 
match to Census geographies, and a small number for which we do not have county 
presidential voting data. For computational reasons, we exclude 52 towns in which 
more than ten newspapers are available. We use the same algorithm described for 
markets in Section IB to group towns into matched pairs located in the same state 
between 100 and 400 kilometers apart.

Table 2 presents summary statistics for the towns in our sample. Our sample 
includes 12,188 towns, in 8,044 of which more than one daily newspaper circulates. 
Overall, 53 percent of multipaper towns are ideologically diverse in the sense of 
having at least one Republican and at least one Democratic newspaper available.

D. Readership Survey Data

Our circulation data measure total copies circulated but do not tell us anything 
about patterns of readership at the household level. We supplement the data with 
information from two sources.

First, we use newly digitized aggregate reports from 17 newspaper readership sur-
veys, covering 9 (mostly large) cities over the period 1929–1969.13 Survey respon-
dents declared the full set of newspapers read by their household. From each report 
we compute, for each pair of newspapers, the share of subscribers to either newspa-
per who subscribe to both. We use this measure to characterize the extent of multiple 
readership in competitive markets.

Second, we use data from the study Cost of Living in the United States, 1917–
1919 (Bureau of Labor Statistics 1986; see also Costa 2001). This study contains 

13 We provide publication details for each report in the online Appendix.

Table 2—Summary Statistics for Towns with Circulation Data

Number of circulating newspapers 1 2 3+ All

Mean population 447 390 566 472

Share of newspapers that are Republican 0.52 0.54 0.57 0.55
Share of multipaper towns that are diverse 0.38 0.67 0.53

Republican vote share
 Mean 0.49 0.51 0.54 0.51
 Standard deviation 0.16 0.16 0.15 0.16

Number of towns 4,144 3,737 4,307 12,188
Number of diverse towns 1,418 2,876 4,294
Number of newspaper-towns 4,144 7,474 17,161 28,779

Notes: Data are from the cross-section of news-reading towns in 1924 defined in Section IC. 
Diverse towns are those with at least one Republican and at least one Democratic newspaper. 
Republican vote share is the average Republican share of the two-party vote in presidential 
elections from 1868 to 1928.



Do Republican Newspapers have Greater Circulation when
there are more of them?
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to be available in towns with more Republican households, these two effects tend to 
work in opposite directions. Therefore, we expect that specification (1) understates 
the effect of household ideology and specification (2) understates the importance of 
substitutes. Specification (3) shows that, as expected, both effects are estimated to 
be larger when the regression includes measures of both household ideology and the 
presence of substitutes.

In the online Appendix, we show that the two effects illustrated by specifica-
tion (3) are robust to a number of alternative specifications. We show that both the 
effect of household ideology and the effect of substitutes are robust to a specification 
with both newspaper and town fixed effects, and to controlling for nonpolitical attri-
butes of both newspapers and towns. We also show that the key qualitative patterns 
in the data are present in both large and small towns, and that qualitatively similar 
patterns emerge when we study changes in circulation over time rather than in the 
cross-section.

The estimated relationships in specification (3) are economically significant. 
Increasing the fraction Republican among voters by 10 percentage points increases 
the relative circulation of Republican papers by 10 percent. Adding a second 
Republican paper to a market with one Republican and one Democratic newspaper 
reduces the relative circulation of the existing Republican paper by 4 percent.

B. Determinants of Newspapers’ Affiliation Choices

Given that households demand own-type newspapers and that same-type papers 
are more substitutable, we would expect that newspaper affiliation would respond 
both to household ideology and to market structure.

Table 4 shows that these expectations are borne out in our data. The table presents 
OLS regressions of a dummy for whether a newspaper chooses a Republican affilia-
tion on measures of household ideology and incumbent affiliations. Specification (1) 
includes only household ideology, specification (2) includes only incumbent affilia-
tions, and specification (3) includes both.

Table 3—Demand for Partisanship

Dependent variable: Average log(circulation) of  
R papers − average log(circulation) of D papers (1) (2) (3)
Republican vote share 0.8517 0.9510

(0.1910) (0.1980)
Number of Republican papers −0.0187 −0.0360(0.0134) (0.0136)
Number of Democratic papers 0.0066 0.0174

(0.0152) (0.0154)
 R 2 0.0101 0.0007 0.0127
Number of counties 1,219 1,219 1,219
Number of towns 4,294 4,294 4,294

Notes: Data are from the cross-section of news-reading towns in 1924 defined in Section IC. 
The dependent variable is the difference in mean log circulation of Republican and Democrat 
newspapers. Republican vote share is the average Republican share of the two-party vote in the 
county in presidential elections from 1868 to 1928. Sample is all towns with at least one paper 
of each affiliation. Standard errors in parentheses are clustered at the county level.

Notice that Republican newspapers cannabalize each other.
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The more Republican are the households in a market, the more likely is an entering 
paper to choose a Republican affiliation. However, facing a Republican incumbent 
reduces the likelihood that an entering paper affiliates with the Republican party. 
Because Republican incumbents are more likely in markets with more Republican 
households, these two effects tend to work in opposite directions. Therefore, we 
expect that specification (1) understates the effect of household ideology, and speci-
fication (2) understates the effect of incumbent affiliation. Specification (3) shows 
that, as expected, both effects are estimated to be larger when the regression includes 
measures of both household ideology and incumbent affiliations.

In the online Appendix we exploit panel structure to show that the correlation 
between household ideology and newspaper affiliation decisions is not driven by 
reverse causality from newspaper content to voter behavior.

The effects we estimate in specification (3) are economically significant. A 10 per-
centage point increase in the fraction Republican among households increases the 
likelihood of a Republican affiliation by 23 percentage points. Having a Republican 
incumbent instead of a Democratic incumbent reduces the likelihood of a Republican 
affiliation by 28 percentage points.

Figure 1 illustrates the key patterns in specification (3) of Table 4 graphically. 
Panel A shows that the probability of the first entrant choosing a Republican affilia-
tion is increasing in the Republican vote share in the market. Panel B shows that the 
probability of the second entrant choosing a Republican affiliation is increasing in the 
Republican vote share and is lower when the first entrant’s affiliation is Republican.

C. Controlling for Unobserved Ideology

Controlling for the Republican vote share greatly affects the strength of the substi-
tution and differentiation effects we estimate in Tables 3 and 4. It remains possible 
that variation in consumer ideology not captured by our observable proxy is a source 
of bias. In this section, we outline an identification strategy that exploits spatial 
correlation in consumer ideology to identify the role of unobserved heterogeneity 

Table 4—Determinants of Newspaper Affiliation

Dependent variable: Dummy for newspaper  
choosing R affiliation (1) (2) (3)
Republican vote share 2.1824 2.3356

(0.0557) (0.0611) 
Number of Republican incumbents −0.0168 −0.1525(0.0318) (0.0342) 
Number of Democratic incumbents −0.0190 0.1260

(0.0377) (0.0297) 
 R 2 0.3561 0.0004 0.3819
Number of markets 950 950 950
Number of newspapers 1,338 1,338 1,338

Notes: Data are from the cross-section of daily newspaper markets in 1924 defined in 
Section IB. The unit of analysis is the newspaper. Republican vote share is the average 
Republican share of the two-party vote in presidential elections from 1868 to 1928. The num-
ber of Republican/Democratic incumbents is the number of sample newspapers of the given 
affiliation that entered prior to the newspaper in question. Sample is all markets with at least 
one paper. Standard errors in parentheses are clustered at the market level.



First and Second Entrant Choices of Affiliation
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across towns and markets, much in the way that correlation over time facilitates 
identification in panel settings (e.g., Collard-Wexler forthcoming).

To illustrate the logic of our strategy, consider newspapers’ affiliation choices. In 
markets whose first entrant is Democratic, the second entrant is Republican 48 per-
cent of the time. In markets whose first entrant is Republican, the second entrant is 
Republican 51 percent of the time. We interpret this slight positive correlation as the 
net effect of negative correlation due to differentiation and positive correlation due 
to variation in consumer ideology.

Panel A. First entrant affiliation choice
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Figure 1. Determinants of Newspaper Affiliations

Notes: Data are from the cross-section of daily newspaper markets in 1924 defined in 
Section IB. Republican vote share is the average Republican share of the two-party vote in 
presidential elections from 1868 to 1928. The sample includes all markets with two or more 
newspapers in which the Republican vote share is between 0.4 and 0.6.



Political Ideology and the Market

I These papers suggest that ideology of media is driven by consumer
demand.

I Nice example of whether Fox News is pro-Trump because of its
viewers or owners (Murdoch).

I Does Facebook have incentives to shape sharing of news stories?

I What does this mean about political segregation in terms of our
media diet.


