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ABSTRACT

In this article we suggest economic theory (specifi cally rational choice theory) as a 
promising approach to analyze the dramatic changes journalism is currently going 
through. Referring to the model of the ‘homo economicus maturus’ as well as to pre-
vious research by a small but growing number of scholars of mass communication, 
we describe journalists as rational actors seeking to maximize materialistic and non-
materialistic rewards (e.g. attention, reputation, fringe benefi ts). We explain why, 
how and under what kind of restrictions journalists trade information for attention 
with their sources, calculating risks and benefi ts. Further, we apply economic con-
cepts (free-riding, external effects, and principal-agent theory) to journalism to 
provide more in-depth explanations for specific developments in journalism 
such as ‘pack reporting’. We conclude that assuming self-interested behaviour of 
media professionals will enable scholars of journalism to identify and predict more 
systematically the failures of journalism and blind spots of media coverage.

K E Y  W O R D S   economic theory  journalism  journalists  PR  rational choice 

Introduction

The increasing commercialization of journalism has been sharply criticized by 
scholars of mass communication and observers of the media business alike. 
US authors like Ben Bagdikian (1983, 2004) Robert McChesney (1999), Edward 
Herman and Noam Chomsky (1998) and Chomsky (2002) have for decades 
now cautioned against the hazardous effects of a ‘market-driven journalism’ 
on society. Similarly, European scholars of mass communication have widely 
discussed the dangers of the commercialization of journalism ever since 
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the fi rst European broadcasting markets were deregulated in the mid-1980s 
(e.g. McQuail, 1992 and 2003). Most authors remain highly critical of the profi t 
orientation of media managers, and tend to describe journalists as ‘victims’ 
of changing newsroom conditions and increasing media competition.

We argue that such a normative perspective is insuffi cient to explain cur-
rent phenomena in the news business, such as ‘pack reporting’, ‘horse-race 
journalism’, and the rising infl uence of PR and ‘spin doctors’ on journalism. 
Instead, we also have to consider the self-interests of journalists as driving 
forces behind a ‘commercialization’ of news. Therefore, in this article we 
suggest economic theory to explain recent changes in journalism both in 
Europe and in the United States. The heuristic potential of economic theory is 
still widely underestimated by mass communication research. While a number 
of scholars has already experimented with economic theory, a consistent 
framework for the study of journalism needs to be developed.

Literature review

Two early voices using an economic approach to journalism were the German 
founding fathers of newspaper research, Karl Bücher and Emil Dovifat. Bücher 
(1926) emphasized that journalism’s basic task is to provide news content 
which is needed to allow publishers to sell advertising; Dovifat (1927), who 
published the fi rst book in Europe dealing with American journalism, explained 
why newspapers were moving away from partisan viewpoints towards more 
objective and thus ‘catch-all’ coverage of events. He identifi ed economics as 
a driving force, explaining that a nonpartisan press can reach out to a larger 
readership than the earlier highly politicized newspapers.

Since the 1980s, a small but growing number of American scholars of 
mass communication have more systematically referred to economics in order 
to explain phenomena of journalism, such as ‘MBA’s ruling the newsrooms’ 
(Underwood, 1993), ‘market-driven journalism’ (McManus, 1994), or ‘all the 
news that’s fi t to sell’ (Hamilton, 2004). Underwood (1993) studied the effects 
a new generation of market-minded media managers – often more concerned 
with profi ts than with journalistic values – had on newspapers. McManus 
(1994) used the television industry to illustrate a model he developed in 
order to describe the functioning of an increasingly commercialized jour-
nalism. According to him, news production is no longer determined solely 
by journalistic norms, but rather by the self-interest of advertisers, investors, 
sources, and media consumers, and the infl uence they exert on journalists. 
Hamilton (2004) describes news as an ‘information good’. Media managers, 
journalists, advertisers, and media consumers all have their own rational 
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interests in the selection, production, and dissemination of news. In particular 
media managers and journalists not only try to answer the classic ‘5 W’ ques-
tions when selecting news, but also fi ve economic ‘W’ questions: 

Who cares about a particular piece of information? What are they willing to pay to 
fi nd it, or what are others willing to pay to reach them? Where can media outlets 
or advertisers reach these people? When is it profi table to provide the information? 
Why is this profi table? (Hamilton, 2004: 7)

Hamilton focuses again on the TV industry to illustrate how economic consid-
erations drive content production. For example, he shows that political bias 
of news programming needs not necessarily to be traced back to the polit-
ical motives of the owners. A better, more realistic explanation may be to 
look at news outlets as positioning themselves against the competition in 
order to secure and increase their own market shares.1 Hamilton also offers, 
like Grabner (2000: 166), an economic explanation for the much-lamented 
‘shallowness’ of news – in-depth coverage of political issues is costly to 
produce and meets only limited demand in the market.

When Oscar H. Gandy studied the relationship between journalism and 
organizations seeking publicity, he also took an economic perspective. In 
his book ‘Beyond Agenda Setting: Information Subsidies and Public Policies’ 
(1982) he describes Public Relations as an ‘indirect information subsidy’ to 
journalism, since organizations engaging in Public Relations help the mass 
media save considerable research costs. Gandy differentiates payments to 
organizations for advertising space in the mass media as ‘direct subsidies’ 
to journalism, since the advertising dollars directly help the mass media to 
fi nance newsroom operations.

Pamela Curtin (1999) has picked up both Gandy’s and McManus’ models 
to study the rationality underlying the exchange relationships between jour-
nalists and PR practicioners. She has conducted interviews with journalists as 
well as a survey of managing editors to fi nd out if journalists consider PR in-
formation a valuable ‘information subsidy’ in the construction of news, and 
fi nds that journalists were reluctant to admit the extent to which they made 
use of PR. Scholars of Public Relations like Ehling (1984/1985) and Murphy 
(1991) have also used game theory (which is based on rational choice theory) 
to describe the relationships between PR practicioners, journalists, and other 
actors in the environment of organizations.

Most recently, Niven (2005) has suggested another central concept of 
economic theory to analyse political coverage; he argues that political jour-
nalists, in a similar way to investors, seek to minimize costs or to maximize 
benefi ts when working on a story. Based on an empirical study, Niven con-
cludes that journalists tend to ‘save’ their resources when public opinion on 
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an issue is unanimous, as there is not much to be gained for them. To the 
contrary, journalists tend to ‘invest’ into stories when the issues at stake are 
politically controversial – they will then produce longer pieces, tap on more 
sources, and seem to be tempted to include their personal political views in 
their articles.

While few scholars of mass communication in Europe have used economic 
theory so far,2 one book has to be highlighted. In Ökonomie der Aufmerksamkeit 
(1998), Georg Franck, an Austrian social scientist, thoughtfully describes how 
attention has become the most scarce good in today’s ‘information society’, 
and how both individuals and organizations seek publicity in information–
attention markets. A similar, though more superfi cial, approach has been taken 
by Davenport and Beck (2001) in their book on the The Attention Economy 
which plays on the title of Franck’s book (which can literally be translated as 
‘Economics of Attention’).

Inspired by these authors, in Europe so far Fengler and Ruß-Mohl (2005) 
and Hosp (2005) have published monographs on an economic theory of 
journalism. Besides these recent examples of researchers using explicitly eco-
nomic theory to analyse journalism, economic theory has implicitly inspired 
mass communications research. The theory of news values explains which 
criteria rational journalists follow in order to reach the widest possible 
audiences, and the uses-and-gratifi cation approach is based on the idea of in-
dividuals making fairly rational decisions about their media consumption.3 
However, while media economists have extensively drawn on economic 
theory to explain the functioning of media markets (see Alexander et al., 
2004), overall journalism research has proved pretty resistant to economic 
thinking so far.

In turn, economists have been hesitant to focus their microscopes on 
reporters and editors. An early exception to the rule has been Anthony 
Downs, one of the founding fathers of public choice theory. He addressed 
issues of mass media and news processing both in his classic volume An 
Economic Theory of Democracy (1957)4 and in an essay dealing with ‘The Issue-
Attention Cycle’ (1972). Recently, Bruno S. Frey (2004) has discussed the self-
interest of journalists in the coverage of terrorist attacks.5 Furthermore, Dyck 
and Zingales (2003) have examined the interactions between self-interested 
sources and self-interested journalists. Mulleinathan and Shleifer (2003) have 
analysed interrelations between media competition and political bias in the 
media. Hamilton and Zeckhauser (2004) have discussed the relationships 
between business journalism and CEOs from an economic perspective, de-
scribing, among other things, public attention as a scarce good provided by 
the media, and as part of the non-fi nancial compensation celebrity CEOs 
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receive. Scholars in the fi eld of fi nance have examined the role of information 
for investment decisions (Shiller, 2000).

However, most economists’ analyses fail to take into consideration the 
theories and empirical data scholars of mass communication have generated 
on media and journalism.6

Research goal

We fi rmly believe that a rational choice approach to journalism offers new in-
sights. Therefore, in this article, we sketch in more detail such an economic 
theory of journalism:

• First, we will provide a basic outline of economic theory showing how it 
can be applied to journalism.

• Second, we will explain how journalists, due to scarce resources of their 
own, ‘trade’ on information-attention markets, and under what restric-
tions they operate.

• Third, we will apply selected key concepts of economic theory, such as 
free-riding, external effects, and principal-agent theory, to demonstrate 
how they can be applied to journalism studies.

Our summary will contain suggestions for both researchers and decision-
makers in the fi eld of journalism.

Method

To illustrate the heuristic potential of rational choice theory for the study of 
journalism, we re-analyse empirical data provided by scholars of mass com-
munication and reports about the changing conditions of journalism by 
members of the profession themselves, i.e. newspaper and magazine articles 
from media journalists.

A brief introduction to economic theory

The core idea of economic theory basically dates back to Adam Smith’s 
(1759/1776) works on the functioning of markets – individuals act to their 
own advantage whenever they enter into interactions with other individuals, 
or groups of individuals. Early economists from Smith to Schumpeter (1993 
[1942]) have assumed that individual actors are generally aware of their 
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self-interests, and that they seek to maximize their own benefi ts in the course 
of interactions, weighing the potential costs and benefi ts of the various 
options they can choose from. Economists have coined the well-known 
term ‘homo economicus’ for this ideal type of a self-interested actor seeking to 
maximize his own benefi ts.

From an economist’s viewpoint, most interactions between individuals 
may be described as market exchanges. People trade a scarce good or service 
and receive money or another scarce good or service in return. People gener-
ally know that they can only draw on limited amounts of money and time to 
reach their goals. Thus they will carefully consider where to ‘invest’ their scarce 
and precious resources. The exchange of money for a product or a service is an 
everyday experience for us. But we also experience that non-material ‘goods’ 
are exchanged, and that they may be valued highly by certain individuals. 
For example, Downs (1967) has described how a rational politician will 
seek to maximize votes, which are most precious to him as they stabilize his 
power base.

However, individuals are never fully free in their desire to maximize 
their own benefi ts. According to scholars like Buchanan (1962), written and 
unwritten rules – laws, norms, and codes of conduct – serve as restrictions to 
individuals’ (inter)actions. In the last decades, economists themselves have 
dropped the idea of a fully informed and hence fully rational actor, as even the 
most rational individuals possess only limited information. Thus, they refer to a 
bounded rationality when they are making decisions, and all of these decisions 
are made behind a ‘veil of ignorance’ about future developments. Therefore, 
individuals may never be able to fully maximize their benefi ts; instead they 
will try to achieve satisfi cing solutions – another idea introduced by Herbert 
A. Simon in the 1980s. Besides him, several outstanding scholars all had their 
share in replacing the ‘rational fool’ model of the ‘homo economicus’ (Sen, 
1977) of the earlier days by the concept of the ‘homo economicus maturus’ 
(Frey, 1997) – the less short-sighted ideal type of a rational actor, still deciding 
in his own interest, yet knowing how important it is to cooperate. Often, self-
interest may be served much better in the long run when one is willing to 
refrain from realizing quick gains. The expanding fi eld of game theory7 studies 
in-depth conditions under which rational individuals are willing or unwilling 
to cooperate, thus creating valuable information for decision-makers in 
politics, business – and in the media.

Another core assumption is that individuals do not only act in an eco-
nomic context. They rather seek to ‘maximize’ their well-being generally, and 
thus ‘calculate’ the costs and benefi ts of their decisions, in political and in 
social contexts as well. An ever-growing body of economic analyses of politics, 
international relations, law, bureaucracies, institutions, as well as the arts, 
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religion, or crime, may serve as proof of the usefulness of economic theory in 
academic fi elds far away from the realm of business. Opponents may lament 
the ‘imperialism’ of economic theory; however, its undeniable advantage is 
that it serves as an analytical tool which helps to predict changes in society 
once parameters have been redefi ned. We contend that the analytical poten-
tial of economic theory yet needs to be ‘discovered’ by scholars and decision-
makers in the fi eld of journalism.

A ‘nirvana approach’ to journalism?

One might argue that a ‘nirvana approach’8 to the study of journalism has 
dominated mass communication research so far, while scholars of mass com-
munication have repeatedly described the rational (i.e. profi t-seeking) interests 
of media managers and PR practicioners as well as the rational interests of 
media users (see ‘uses and gratifi cation’ theory starting with Katz and Foulkes, 
1962). Journalists, to the contrary, were mostly regarded as guardians of 
the ‘fourth estate’ and servants to the ‘public interests’, implying a notion 
of selfl essness to newsworkers.9 The majority of studies on journalists so 
far revolve around their professional roles and the tasks journalists seek to 
fulfi l for society (see most recently Weaver et al., 2006; Weischenberg et al., 
2006).10  Journalists themselves use terms like ‘media moguls’ or ‘bean counters’ 
when speaking of media owners or managers, while describing their own 
profession as a ‘vocation’ or a ‘calling’. In fact, media managers themselves 
may have a considerable self-interest in keeping the heroic notion of the jour-
nalist as a servant to the public interest alive, and thus they argue in their 
Sunday speeches in the same direction, as McManus (1994: 85, 181) notes:

(D)isguising the economic self-interest of media fi rms serves management. … 
Newsworkers may be more willing to make sacrifi ces in salary, work hours, and 
personal danger ... if they see themselves serving the public rather than ... to the 
short-term interest of investors.

Along with the mentioned economists, we argue that journalists have a high 
self-interest at stake when selecting, producing, and disseminating news. 
They seek to maximize attention for their work, they try to minimize costs 
of investigation and research and to use their sources to their greatest pro-
fessional benefi t, and so forth. Under the conditions of an ever-increasing 
competition between media outlets, journalists increasingly employ a ‘market 
approach’ to their decisions. As Hamilton (2004: 6) puts it: ‘(N)ews emerges 
not from individuals seeking to improve the functioning of democracy but 
from readers seeking diversion, reporters forging careers, and owners searching 
for profi ts.’
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Attention as income: material and non-material rewards in 
journalism

What kind of incentives do journalists react to, what kind of rewards do they 
seek to attain? We can distinguish between material incentives (money, 
fringe benefi ts) and non-material incentives (reputation, infl uence, social 
rewards etc.).

• Material incentives may be of limited interest to journalists, at least at the 
time when they are entering the profession; according to comparative 
research provided by Splichal and Sparks (1994: 141), few aspiring jour-
nalists in most Western countries choose a career in journalism be-
cause of its fi nancial rewards.11 In comparison to academics12 in other 
demanding fi elds such as business or law, the average journalist still 
earns a modest income (see for example State of the News Media, 2005). 
Since the demand for jobs in journalism is almost always higher than the 
amount of positions available in the mass media (Becker et al., 1996),13 
aspiring journalists suffer from an imbalanced job market. Usually, em-
ployers have a wide choice; because (cheap) applicants to fi ll vacancies 
are always at hand, some media companies circumvent wage regulations, 
and do not invest in (costly) development and further training of their 
newsroom staff. In the course of their careers, material incentives be-
come more important for journalists (Weaver and Wilhoit, 1996: 461). 
Many of them leave a stressful job with long working hours for a better-
paid position, for example in Public Relations.14

It needs to be emphasized that economic theory also concedes that ‘rational 
choice’ may mean something different to a journalist depending on the 
cultural context he or she is acting within (Männel, 2002: 527), and com-
parative journalism research (Hallin and Mancini, 2004) provides us with 
many illustrations of this.15

• Non-material incentives are of relatively high value to most journalists in 
comparison to other professional groups: US journalists cite ‘being able 
to write for a living’ and an ‘exciting career’ as strongest motives to chose 
journalism (Pew Research Center, 1999). Publishers and media managers 
know about journalists’ desire to see their work (or face) in print or on 
the screen, and exploit this self interest for their own purpose. As public 
attention can be seen as a ‘fringe benefi t’ for journalists, media managers 
can pay them ‘discounted’ wages – the ‘attention income’ gained via mass 
media is kind of a non-monetary compensation.16 At least some journalists 
can transform their media prominence into additional material income: 
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TV news anchors are among the best-paid journalists, and Hamilton (2004: 
215) demonstrates that celebrity journalists can demand exceptionally 
high speakers’ fees, even in comparison with prominent politicians.17

Referring to the theory of news values (Galtung and Ruge, 1965; Schulz, 1976; 
Shoemaker, 1991), we may generally assume that journalists are interested in 
maximizing attention for the products of their news organizations.18 Besides 
that, journalists may also consider infl uence and power an incentive offered by 
positions in the mass media. At least some journalists appreciate the chance to 
infl uence, if even in the slightest sense, the ‘course of history’ – the role concept 
of the journalist as an advocate or adversary to government and business 
(see Weaver and Wilhoit, 1996, 2006) mirrors such ‘purposive incentives’.19

In summary, journalists’ self-interests affect newsgathering and news pro-
cessing. Unlike many other professions, journalists may have an exceptional 
interest in non-material rewards for their work, like attention and infl uence. 
Nevertheless, material rewards for their work should not be underestimated.

Sources and time as journalists’ main resources

What kind of resources do journalists have at hand to achieve the goal dom-
inating, according to our assumptions, their cost-benefi t calculation, which is 
to attract the maximum of attention for their work at a given, reasonable cost?

• Time is possibly the most precious resource for journalists, and recent 
studies both from the United States (State of the News Media, 2005) and 
from Germany (Weischenberg et al., 2006) show that the amount of time 
available to journalists for research has shrunk further during the last 
decade, mostly because staff size in newsrooms has been reduced.20 Given 
the organizational constraints in many newsrooms, journalists have to 
weigh carefully the question of how much time they are going to invest 
into a story (Hamilton, 2004: 238), and they rank ‘time pressure’ high 
among the list of negative aspects of the journalistic profession (State of 
the News Media, 2005; Weischenberg et al., 2006: 89).21

• The quantity and quality of sources is another highly important resource 
for journalists. While public sources like the majority of press conferences 
are accessible to all journalists, the most valuable assets of investigative 
reporters such as Bob Woodward and Seymour Hersh are their exclusive 
contacts to knowledgeable people in relevant organizations (see also 
Dyck and Zingales, 2003: 5, 23–24).

• Expertise in a specifi c area may also be considered an important resource; 
for example, during the ‘boom’ of the business media at the end of the 
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1990s, business and fi nance journalists were able to negotiate excep-
tionally high salaries, due to scarcity of expertise in this area (Klusmann, 
2002: 35–36).

• Newsroom budget is another important resource (particularly constrained, 
as the budgets in many western countries have been shrinking in recent 
years) for journalists. Comparing journalism cultures in western countries, 
we may fi nd these resources are being allocated in very different ways. For 
example, it is a standard practice in US newsrooms to pay for the travel 
costs of journalists who accompany politicians, while in many European 
countries journalists accept invitations to travel on government planes.

To conclude our discussion about journalists’ resources, we can state that jour-
nalists have to effectively use their expertise and their sources, and effi ciently 
manage the time and budget available to them.

Market transactions: journalists and their sources

The next step is to analyse interactions between journalists and other rational 
actors. The market transactions journalists enter into most frequently are 
exchanges with their sources.22 Economic theory assumes that in any given 
interaction, scarce goods and services are being traded to, if at all possible, a 
mutual benefi t. But what exactly is being exchanged in such transactions?

• The journalist researching a story seeks, if possible, exclusive information 
from professional, PR, or ‘lay’ sources. 23 The journalist may actively look 
for information, or may be provided with unsolicited material from PR 
sources, as newsrooms are fl ooded with press releases from organizations 
and individuals seeking attention for their products and services (see for 
an overview: Baerns, 1985; Curtin, 1999; Merkel et al., 2007). Journalists 
may complain about this information overload (see Curtin, 1999). Never-
theless, PR is a most valuable service to them because it saves a lot of 
time journalists would otherwise have to sacrifi ce to identify topics and 
research stories (Gandy, 1982; Curtin, 1999).

• In return, the journalist can ‘pay’ for the chunks of information with 
public attention provided by his medium, and he may even quote his 
source favorably in his story. The whole body of literature on ‘issues 
management’ in Public Relations revolves around the topic of favourable 
coverage in the media (Röttger, 2003).

Of course, some sources wish to stay in the dark. The Project for Excellence 
in Journalism (2004) has found that as much as 28 percent of sources cited 
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in American newspapers remain anonymous. So-called ‘reliable sources’ or 
‘government insiders’ are not interested in becoming visible and in accu-
mulating personal fame; as diligent servants of their organization they leak 
a ‘confi dential paper’ to the press in order to discredit a competitor or to test 
the public reaction to a new political initiative (see Sparrow, 1999: 63). The 
market transaction to be described in this case works the other way round 
– professional sources are well aware of the ‘value’ of the information they 
may have to offer, and they use it strategically to further their own interests, 
or the interests of the organization they are affi liated with, by remaining per-
sonally invisible.

Why do insiders reveal … information? We distinguish two possibilities. One 
is that the informed insider has an interest in the diffusion of information per 
se. For example, in the Watergate case, Richard Nixon’s adversaries had political 
reasons to leak information. They did not need to be rewarded: the diffusion of 
the information was their own reward. ... The second scenario is a quid pro quo 
between the source and the journalist. The source repeatedly reveals valuable 
information to the journalist in exchange for a positive spin on the news being 
revealed. (Dyck and Zingales, 2003: 23–24)

The ‘embedding’ of journalists during the second Gulf war is another example 
to illustrate ‘deals’ between sources and journalists. ‘Embedded’ journalists 
received valuable insider information about the daily life of the troops and 
protection from the military shelter of US forces (Fahmy and Johnson, 2005), 
while the US military benefi ted from an image boost. The deal between 
both sides was literally sealed in a contract listing the rules journalists had to 
adhere to.

Certain sources may exploit the high demand for specifi c information to 
their advantage. Dealing with the media strategy of the White House under 
George W. Bush during his fi rst term in offi ce, Auletta (2004) shows how 
media access to the President was deliberately reduced by his advisors. As a 
consequence, the White House was able to strategically infl uence the tone 
of the coverage.24 Sources may also ‘lure’ journalists with bites of ex ante in-
formation no other journalist has access to – and negotiate that the infor-
mation is in return prominently placed in the newspaper or newscast, even if 
the news value of the information does not justify such a positioning.

Often sources and journalists know each other professionally for years. If 
they engage in repeated co-operation, economists speak of ‘iterative games’ – 
journalists and sources play ‘tit for tat’ with each other, they need each other in 
the long run and therefore, they weigh carefully the value of cooperation.25

There are also occasions when journalists do not ‘trade’ information just 
for attention. They literally have to pay for news, engaging in ‘checkbook-
journalism’. In general, journalists across western countries consider this 
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unethical, and not having to pay a source for a piece of information is one 
of the widely accepted norms in journalism. Occasionally, this may restrict 
journalists’ options, but the norm certainly is of economic advantage for the 
profession, as it helps to keep costs for information down, which is in the 
collective interest of the news industry.

Rules, norms, and codes of ethics: restrictions to journalists

There are many other – written and unwritten – rules and norms journalists 
have internalized during their training for the job, be it in journalism school 
or during internships. The rule to double-check, for example, makes sense on 
the normative level in order to get things right, and thus to remain credible. 
This, however, is an expensive practice, and therefore we should not be too 
surprised if research tells us that a lot of newsrooms don’t double-check (see 
Hermes, 2006). According to Barbara Baerns, even 20 years ago 80 percent of 
the news published by all kind of mass media could be traced back to just one 
source (Baerns, 1985).26

Laws (such as libel law) and codes of ethics – either professional or organ-
izational (see Bertrand, 2000: 41–60, 79–106) – further narrow the options 
available to journalists and often explicitly tell newsmakers what kind of 
actions they are supposed to refrain from, such as accepting gifts, travelling 
for free, supporting political parties, for example, in the case of the Washington 
Post. Codes of ethics are most elaborate in the fi eld of business reporting, 
and come along with explicit laws as formulated in the US by the Securities 
and Exchange Commission.27 Of course, in business journalism immediate 
material advantages are often at stake when journalists possess insider 
information.

Objectivity as a by-product of competition? The ‘external effects’ 
of journalism

Adam Smith assumed that – thanks to the ‘hidden hand’ of the market – 
the selfi sh behaviour of an infi nite number of individuals will be in the best 
interest of society, at least in most cases. The idea of a ‘hidden hand’ serving 
as a regulating force leads us to another central issue for economists: the 
‘unintended consequences’ or, in economic terms, ‘external effects’ of one 
actor’s ‘rational’ decisions or transactions for ‘third parties’ who do not have 
any stake or voice in the respective transaction. These ‘external effects’ may 
be positive or negative. Economists have frequently focused on ecology: for 
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example, a large number of people are negatively affected by one profi t-seeking 
company whose plant spoils the water of the nearby river or pollutes the air.

Frequently, external effects are also induced by journalism. For example, 
the competition between journalists for breaking news helps shed light on 
scandals in politics, business, sports, and other spheres of society – with 
undeniably positive effects for citizens as ‘third parties’, as even if they don’t 
buy newspapers, they can rely on journalism to publicly expose abuses of 
political or economic power, and this potential exposure will discourage 
many actors from abuses.

Dovifat (1927), Schudson (1978), and Hamilton (2004) have described 
another positive external effect of media competition. Market forces trans-
formed the partisan press of the early 1800s into newspapers with a higher 
regard for objectivity. The partisan press died in the end because the strong 
political views many of those small papers held could only cater to a fraction 
of the audience. Thus advertisers turned instead to the ‘penny press’ which 
sought to reach the widest possible readership by refraining from one-sided 
political propaganda and focussing more ‘neutrally’ on sensational topics 
such as crime and scandal.

On the other hand, negative effects on third parties, in particular society, 
can be observed when journalists pursue competitively their self-interest. 
The media frenzies across Europe over ‘mad cow disease’ a few years ago 
(Kepplinger 2001), and more recently, on bird fl u have caused considerable 
problems for the meat and poultry industry; the over-exposure of the SARS 
disease severely hit tourism and airline industries – problems that the mass 
media rarely mention. Similarly, the excessive reporting of terrorism caused 
dramatic effects on airlines, tourism, and on politics – paving the way not 
only for the ‘war on terrorism’, but also for the war in Iraq.

External effects can also hit journalism itself. The technology-driven loss 
of classifi ed advertising to the internet has caused severe budget cuts in news-
paper newsrooms. In the future, journalism may suffer from similar external 
effects induced by public relations: Ries and Ries (2002) argue that a shift 
in the communication budgets from ‘direct subsidies’ to ‘indirect subsidies’, 
from advertising to PR, will take place. If their predictions come true, this will 
dramatically affect the resource basis of newsrooms.

Journalists as ‘free-riders’: news as a public good

Another powerful economic concept which can serve as a tool to analyse 
journalism is free-riding and the overuse of public goods. The classic example 
is public transport: if too many ‘free riders’ use the subway without paying 
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their fare, authorities will no longer be able to provide an affordable bus and 
train network. A similar effect takes place when a public good is offered for 
free, and (too) many people try to get their share. Inevitably, the public good 
is then overused, looses value and may even become useless. Economists call 
this the tragedy of the commons.28

Free-riding and the tragedy of the commons can frequently be observed 
in journalism. The standard expression so far in mass communication is ‘pack 
journalism’ – ‘breaking news’ becomes inevitably a ‘public good’ the moment 
it is published, particularly if it is published by an opinion-leading medium 
that sets the agenda for the others. As all media organizations have ‘free’ 
access to the ‘hot news’ from this moment on, they will pick it up, and it will 
likely be ‘overused’. As long as the interest of the public persists, the story will 
be recycled by the media in the most profi table way. The Clinton-Lewinsky 
scandal is perhaps the still most striking example. Hamilton (2004: 27, 23) 
explains the economic rationality behind this recycling:

The fi xed costs of learning also tips the balance in story selection toward 
continuous coverage of a given event rather than undertaking new investigations. 
This prolongs the life of stories, since journalists may fi nd it cheaper to write a 
‘reaction’ story that follows up on a topic they understand from prior reporting. ... 
In addition, journalists may face greater penalties within their news organizations 
for going against a perceived wisdom in coverage the greater the consensus is 
among journalists covering a story.

Only cynics can explain this repetitive process of generating and exploiting 
news by categories like the ‘public’s right to know’ or ‘journalists’ obligation 
to provide the information the public needs’. However, one needs to add that 
certain prestige media still benefi t from their free-riding colleagues. As long 
as the source of the scoop, for example the Washington Post, is cited, the Post 
at least gains reputation in return for providing colleagues with good stories 
‘for free’.

The Janus-faced journalist: newsmakers as ‘principals’ and ‘agents’

Finally, economists pay attention to information asymmetries. They speak 
of ‘principal-agent relationships’ whenever two partners who are involved in 
a market transaction and interested in making a ‘deal’ are not equally well 
informed about the conditions of the ‘trade’. Instead one side, the seller, 
service provider, or specialized employee (in economic terms: the ‘agent’), 
possesses more relevant information about the good or service to be sold 
than the client or boss (in economic terms: the ‘principal’). The imbalance of 
information may lead to distrust. Consequently, the market transaction may 
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fail – for example, one often leaves the garage of a used-car dealer without 
having bought a vehicle.

Information asymmetries and principal-agent relationships also charac-
terize transactions in the media. When starting an investigation, journalists 
can be seen as ‘principals’ depending on information, which, in particular, is 
made accessible to them mostly by professional communicators as ‘agents’. 
Once again, a recent scandal at the New York Times may serve as an illustration: 
political reporter Judith Miller was provided with ‘insider information’ from 
secret service sources regarding the Iraq war, only to fi nd out later on that she 
missed important aspects of the story by relying too heavily on her sources. As 
‘agents’ (in this case, in the double sense of the word) they had their very own 
agenda when leaking bits of information to their ‘principal’ Miller.

Existing research implicitly provides some empirical evidence of 
principal-agent-relationships in mass communication. Surveys have repeat-
edly confi rmed the low level of trust journalists have for the services offered 
by the PR industry (Curtin, 1999; Haller, 2005; Weischenberg et al., 2006). A 
remarkable study dealing with German PR experts found that there is little 
consensus among them on whether lying is sometimes an acceptable pro-
fessional behaviour – revealing that about one half of the PR professionals 
question, in surprising openness, their commitment to telling the truth – and 
thus implicitly admit their ‘agent role’ (Merten, 2006).

Journalists act in reversed roles as ‘agents’ for their ‘principals’, the public. 
Media users have few other choices than to trust the information journalists as 
‘agents’ are providing. But the double role as principals (of PR experts and other 
professional communicators) and agents (of their publics) makes it diffi cult 
for journalists – if not virtually impossible – to admit to their ‘principals’ that 
they themselves may in fact not be the well-informed ‘information and news 
brokers’ they like to appear as. It remains non-transparent that journalists 
themselves often depend on information they can hardly judge.

There are many more such relationships characterized by information 
asymmetries infl uencing the process of news production – some of them 
working in a cascade-like fashion one behind the other.29 Not only news 
values, but also the personal interests of various participating ‘agents’ will 
help explain the specifi c outputs, the distortions, the under- and over-reported 
news as well as the non-disclosed facts. While most agents in all the principal-
agent relationships involved in the fl ow of news processing may, in general, be 
committed to telling the truth, all of them have incentives to either exaggerate 
or to withhold some of the truth to their ‘principals’ in order to look better 
and more professional. The ‘blind spots’ of media coverage are not merely 
accidental. They are, most frequently, the result of self-interested behaviour. 

 at SAGE Publications on January 27, 2010 http://jou.sagepub.comDownloaded from 

http://jou.sagepub.com


Journalism 9(6)682

Media reporting (journalism dealing with the media and with journalism) 
may be just the most telling example (Fengler, 2003). If withholding chunks 
of relevant information can be seen as a highly probable, iterative behaviour 
of all actors involved in news processing, this may add up to a cumulative 
effect. The news consumer will fi nd himself in a similar situation to the child 
at the end of the chain playing ‘Chinese Whispers’.

Summary and conclusion

Breaking with the academic ‘tradition’ to consider journalists mainly as 
humble servants of the public interest and as ‘victims’ of the media system, in 
this article we argue that economic theory should be applied to journalism, 
as journalists can be described as rational actors seeking to promote their own 
interests, reacting to material and non-material incentives and rewards. They 
trade information for attention with their various sources, calculating risks 
and benefi ts.

Economic concepts such as external effects, free-riding and principal-agent 
theory can help to analyse journalism and to better understand its impact. 
Assuming self-interested behaviour of media professionals, researchers will be 
able to identify and predict the blind spots of coverage more systematically 
– simply by applying the principal-agent theory to journalism and PR.

There are more economic concepts providing a heuristic potential for 
mass communication research which deserve to be explored. At the same 
time some models and theories developed by communications research 
might serve economists alike. For instance, the concept of framing might be 
of interest for economists, as Shleifer (2000: 11) has noted: ‘Individuals make 
different choices depending on how a given problem is presented to them, so 
that framing infl uences decisions.’

An economic analysis of journalism will not limit itself to the study of 
the rational decision-making of individual journalists; it will rather ask for the 
aggregated effects of the decisions of an infi nite number of self-interested 
journalists. Thus, economic theory enables (and forces) us to ask how problems 
in the fi eld of journalism can possibly be solved by adjusting the parameters 
and incentives under which journalists operate. Media ethics provides an 
excellent starting point, many books about the failures of the media, both 
by scholars and journalists themselves, are available. Sometimes they even 
‘make’ the bestseller lists. Certainly there are many, too many, examples of 
unethical behaviour both on the side of individual journalists and of certain 
media organizations. But instead of merely criticizing from a normative point 
of view, we argue that an economists’ perspective on media ethics may be more 

 at SAGE Publications on January 27, 2010 http://jou.sagepub.comDownloaded from 

http://jou.sagepub.com


Fengler and Ruß-Mohl Journalists and the information-attention markets 683

fruitful. Instead of moral suasion, they prefer to think from the perspective 
of the ‘sinner’, asking questions like: When and why does he (or she) assume 
that it is ‘rational’ to break existing laws, rules, and norms? How do the ‘black 
sheep’ calculate the risk to be caught – and what are the ‘profi ts’ at stake? 
(Shleifer, 2004).

If we look at recent journalistic scandals, we have to admit that the 
sanctions for journalistic misbehavior are generally rather low. Journalists 
caught, for example, in plagiarism, are, in a much-publicized act, repelled from 
the newsroom; but they often resurface soon after in another medium. The 
journalistic career of fakers like Steve Glasser, Jayson Blair, and Tom Kummer 
may be fi nished – but their bosses who are equally responsible for lack of 
control got away with it much more easily. Moreover, fellow journalists do 
not shy away from making themselves accomplices of convicted colleagues. 
For example, Jayson Blair became a kind of ‘celebrity’ in the aftermath of 
the scandal induced by him, and even created a lot of media attention for a 
book telling his story as a reporter at the New York Times. From an economist’s 
point of view, we should sacrifi ce less (scholarly) resources in the description 
of deviations from journalistic norms, and shift them to discussing more 
effective sanctions to keep the ‘black sheep’ out of the profession and to 
create incentives for journalists to refrain from unethical behavior.

Notes

1 Similarly to economist’s Harold Hotelling’s (1929) classic example of the ice-
cream vendors who position themselves along the beachside depending on the 
number of competitors, a monopoly medium will try to ‘catch all’ by positioning 
itself in the middle, while in the case of competition the media will position 
themselves in a certain distance from each other on the left and on the right 
hand side of the political spectrum. Thus, FOX TV may be FOX TV not because its 
owner Murdoch is leaning politically to the right, but rather because positioning 
itself at the right hand side of CNN offered the best chances to catch the eyeballs 
of a large audience (see Hamilton, 2004: 3, 13).

2 One of the reasons may be the prominence of systems theory for example in 
German-speaking countries. Also, the media systems are still less commercialized 
than the US media system.

3 Similarly, a number of empirical studies on media content implicitly assume that 
journalists act in their own interest (see, for example, studies by Kepplinger, 2001).

4 In An Economic Theory of Democracy, Downs has drawn on the works of con-
temporary scholars of mass communication like Lazarsfeld, Katz and Kahn to 
discuss voters’ interest in information.

5 He found that they resemble the interests of terrorists: both are interested in 
a maximum of public attention, which often makes journalists the unwilling 
accomplices of terrorists.
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 6 We argue that both economic theory and mass communication research would 
benefi t largely from observing each other more closely in the future – and that 
this mutual observation and learning processes need still to become much more 
a transatlantic exchange.

 7 As represented by Nobel prize winning economists Robert Aumann and Thomas 
Schelling, John C. Harsanyi, and Herbert A. Simon.

 8 Economists like Frey (1990) use the term ‘nirvana approach’ to the notion that 
a group of selfl ess actors might exist at all – for example, politicians not mainly 
interested in re-election.

 9 Maybe at least some scholars of journalism have themselves little interest in de-
mystifying their objects of research and prefer a cozy relationship with them. 
For example, one of the most prominent journalism researchers in Germany, 
Siegfried Weischenberg, was also for several years the president of the Deutscher 
Journalisten-Verband, Germany’s most important association and trade union of 
journalists.

10 While providing valuable insights into the (changing) concepts and conditions of 
journalism, we argue that those studies fail to take into account the rational self-
interests of journalists, thus neglecting important forces driving change in news 
content under conditions of increasing competition. See for an international 
overview Weaver, 1998; for updates on selected western countries Deuze, 2002; 
Marr et al., 2001; Weischenberg et al., 2006. For a critical analysis of the role self-
conception of journalists from Eastern Europe see, for example, Pasti, 2005.

11 As Colamosca (2000) puts it: ‘Most who chose journalism in their college years 
felt that they were taking a vow of relative poverty as the price of admittance to 
the fourth estate.’

12 According to recent studies in the US and in Germany, for example, journalism 
has become a profession dominated by academics.

13 With the exception of certain areas experiencing a sudden boom, like business 
journalism in the late 1990s.

14 Recent research in Europe has found, for example, that as many as 25 percent 
of Swiss PR people have previously worked in journalism (Röttger et al., 2003). 
Also, public relations people cleverly take into account journalists’ self-interest in 
earning some extra money: In countries like the USA, Germany and Switzerland 
it has become a standard practice for companies to award ‘prizes’ to journalists 
for ‘the best reportage’ on a subject closely related to their own business 
interests, for which they seek publicity. Thus, journalists are lured to write ‘in-
depth stories’ about, for example, certain pharmaceuticals or investment funds 
they would otherwise never tackle.

15 For example, in Russia it has become a standard post-communist practice to 
accept money from the politicians or companies one writes about (Pasti, 2005). 
It would be considered completely irrational among the – generally poorly-paid 
– journalists to write about somebody or some organization without such com-
pensation. In a western context it would be irrational to accept the bribe; the 
risk of getting caught is high, and the journalist may lose his reputation and 
prospects for future jobs.

16 ‘In American society, few institutions are as prominent as television. Broadcasting 
offers public visibility and star status not provided by many other occupations. 
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These are “benefi ts” that may compensate for low pay, at least in the view of 
young persons seeking entry-level work.’ (Becker et al., 1996: 521)

17 Journalists compete for public attention, but since the degree of attention 
achieved is often hard to ‘measure’, considering, for example, the attention to a 
certain newspaper article, journalists also – and possibly even more intensely – 
compete for the attention of their peers (see Donsbach, 1982). This in turn leads 
to forms of ‘insider reporting’ often lamented by observers – journalists come up 
with bits of news more suitable for impressing their colleagues than serving the 
interest of the wider public, who might not have insider knowledge on the 
Washington, London, Paris, or Berlin political spheres.

18 The term ‘news value’ itself refers to the economic thinking ‘built-in’ into this 
long-standing model of mass communication. The much-lamented dominance 
of ‘bad news’ over ‘good news’ is the result ( an ‘unintended effect’, as we 
will later expand on) of repetitious rational news selection decisions made by 
professional journalists.

19 In this context, the phenomenon of ‘horse-race journalism’ can be discussed 
from an economic perspective, as Sparrow (1999: 47–48) suggests: ‘Horse-race 
coverage enables journalists … to play a dramatic role in determining who gets 
elected. … Journalists are the expert handicappers .... (I)t becomes an occasion 
for reporters’ refl ection rather than those of the candidates, much less the 
voters.’ Unsurprisingly, it is a standard practice of high-ranking politicians to 
‘seek the advice’ of prominent journalists on policy decisions, thus playing 
with journalists’ vanity and at the same time diminishing their critical bite to a 
political motion or a policy change.

20 For example, in the United States, a local TV journalist in 2002 had a workload 
of 1.8 reports a day, while four years ago the workload was only 1.5 reports a 
day. Similarly, journalists in Germany now spend an average of 117 minutes per 
day doing research, down from 140 minutes approximately ten years ago (State 
of the News Media, 2005; Weischenberg et al., 2006).

21 In order to avoid further research costs, journalists are prone to tap on those 
sources most easily available to them (see Parker, 1997: 9), and Italians have 
a very nice expression for those ‘media stars’ among the experts willing to 
comment on everything: They call them ‘tuttologi’ – which translates into 
something like ‘know all-experts’.

22 Sparrow (1999: 72) has described this pointedly for the political sphere: 
‘Those who speak and write solely of an adversarial press neglect the extent of 
journalists’ cooperation, much of it implicit, with political offi cials.’ It would 
exceed the capacity of this article to discuss journalists’ interaction, for example 
with their superiors, which would make a fi ne example for an economic theory 
of newsroom management.

23 Comparative research on journalists’ research routine has shown that German 
journalists rely much more on PR information than Anglo-Saxon journalists 
(Donsbach, 1995), so that it is possible that US journalists interact more with 
lay sources than do German journalists, for example.

24 ‘If a journalist wants continued access, as most Washington-based reporters do, it 
is likely that the President will be portrayed as tough-minded, decisive, and fair – 
though perhaps faulted for impatience with squabbling underlings.’ (Auletta, 2004)
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25 Auletta’s (2004) description of investigative reporter Bob Woodward may serve 
as an illustration for such calculus: ‘Woodward, no doubt, is on the top list of 
the White House for several reasons – among them a calculation that it would be 
wiser to cooperate with Woodward, a tenacious reporter, than to shut him out.’

26 Furthermore, in Europe, various unwritten rules regulate interactions between 
journalists and their sources. For example, in Germany, sources may ask to see 
the quotes taken from them prior to publication of an interview. This often leads 
to distortions as eager PR people strip the original interview of any sentence that 
may stir up the least bit of trouble.

27 In Germany, codes of ethics for business journalism have recently been tightened, 
and are now stricter.

28 In the good old times of a rural society, the public good was usually a piece of 
land owned by the community that could be used by everybody to feed their 
cattle. If too many herdsmen kept their animals on the common, the cattle ate 
all the grass. Finally, the soil would no longer be able to produce any fodder for 
the cattle (Hardin, 1968).

29 PR experts, for example, fi nd themselves in the weak position of a ‘principal’ 
when it comes to collecting information from the ‘agents’ within their own 
organization. But they remain in the strong position of the ‘agent’ when they 
brief their bosses, or when they tell them with their specifi c communication 
expertise what the media agenda currently is like. In turn, publishers and media 
managers are the ‘principals’ of their editors-in-chief, and the top-editors are 
the principals of ‘ordinary’ reporters and editors. All these principals have little 
choice but to trust that the information produced and processed by their ‘agents’ 
in the newsrooms is newsworthy and correct.
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