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•is there som
ething special about 

m
anagem

ent in the m
edia field? 

After all w
e don’t teach or w

rite 
about hom

e appliance m
anagem

ent 
or cosm

etics m
anagem

ent.
•So w

hy ‘m
edia m

anagem
ent”?
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U
S

 M
edia and M

edia Inform
ation 

Industry S
ector 2015

•W
orld Total

~$5 Trillion
•~5.9%

 of W
orld G

D
P(includes double counting )



•A
s a share of ‘discretionary incom

e’, 
closer to 20%

 of w
orld G

P
D

•A
s a share of ‘discretionary tim

e’, 
closer to 30%

.
•

A
bout 2,100 hours, w

hich adds up to 5.7 
hours a day, som

e of it m
ultitasking ( m

usic 
etc), so about 3 hs of focused use 
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•All businesses have m
ajor 

com
m

onalities
•Raise funds, select projects, hire 
em

ployees, arrange for inputs, 
control costs, create outputs, 
price them

, m
arket them

, 
account for the results, etc
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•But m
edia and inform

ation 
industries have several special 
characteristics that m

ake 
m

edia m
anagem

ent different
•W

e m
ust understand w

hat 
they are



W
hat is unusual or 

different about 
m

anaging in the m
edia?



•For exam
ple, the fact that in this sector, 

a lot of participants operate w
ithout a 

profit m
otive. They just like to produce 

and distribute content on a voluntarist 
basis. They just give it aw

ay, for fun and 
ego and creativity and com

m
unity and 

w
hatever.

•Nobody m
akes  and gives aw

ay 
refrigerators for fun. Nobody produces 
toothpaste on a volunteer basis.
•So in this industry, a com

m
ercial 

com
pany m

ust com
pete against a lot of 

little volunteers



A
nother unusual feature of 

m
anagem

ent in m
edia

•2-sided m
arkets

•Consum
ers, Advertisers

•Give aw
ay product for free. W

hat other industry 
does that?



M
oore’s Law

 vs. Tech Progress in 
TV

0 1 2 3 4 5 6 

Year 0 
Year 1 

Year 2 
Year 3 

Year 4 
Year 5 

40%
 CA

G
R 

4%
 CA

G
R 



Technology Elem
ents for V

ideo
•Virtual Reality
•Interactivity (from

 video gam
es)

•Artificial Intelligence
•Individualization based on Big Data Analysis
•Branching video story lines
•A.I. Real-tim

e Rendering
•Participation through Avatars
•Glasses-free 3D
•Cables crisscrossing the globe



Technological A
cceleration 

Leads to N
ew

 Types of 
C

ontent



C
ontent M

odels

13

•M
arketing

•Experiential Video
•Fantasy
•Interactive and Im

m
ersive A

dventure
•Participatory R

om
ance/G

am
e



The new
 style of TV creates 

new
 types of m

edia 
com

panies



Som
e Positives of an online video 

system•M
edia U

se W
ill M

ove From
 Passive 

Consum
ption to Active Experience

•Socialization, Education, Training, and 
Therapies W

ill Be Im
proved

•Com
m

unications Infrastructure W
ill 

Be Rapidly U
pgraded

•Technological Innovation 
•O

pportunities for Young People



Regulatory Issues
•N

ational Culture, Sovereignty, and 
Industry
•Anti-social behavior
•Societal Inclusion
•Role of Public Service TV 
•Affordability
•Fragm

entation
•Children and Traditional M

orality
•Consum

er protection
•Inform

ation Integrity
•N

ew
 Copyright Issues



Regulatory Issues
•

N
etw

ork U
pgrade

•
W

ireline
•

W
ireless 

•
Access 
•

N
et N

eutrality
•

U
sage Caps

•
N

etw
ork Control Devices

•
Societal Inclusion: Reach and Affordability

•
Data Security and Privacy
•

Technical Com
patibility

•
international Harm

onization of Regulation



•But the m
ajor problem

 is 
global m

edia pow
er, w

hich 
is inherent in the m

edium
’s 

fundam
ental econom

ics. 



Sum
m

ing up

•For reasons of ecof scale, scope, 
distance, data, netw

ork effects, 
com

pliance, verticality—
•There are fundam

ental factors that lead 
to highly concentrated m

arkets.
•Few

 of today’s hopeful entrants into 
online video w

ill survive on their ow
n.
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•The question arises, w
hat 

are the im
plications for 

the m
anagem

ent of 
com

panies that are part 
of this sector?
•How

 does one m
anage in 

this sector effectively? 
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14 Fundam
ental 

Econom
ic Properties 

of M
edia and 

Inform
ation

21
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Fundam
ental Econom

ic C
haracteristics of 

M
edia and Inform

ation M
arkets

1.
High fixed costs, low

 m
arginal costs

2.
N

etw
ork effects

3.
Radically divergent cost trends in value chain

4.
Accelerating returns (Info grow

th cum
ulative and 

exponential)
5.

Distance insensitivity
6.

Econom
ies of data

7.
Excess supply

8.
Price deflation

9.
Convergence of technologies and of industries

10.
2-sided m

arkets
11.

N
on-m

axim
izers of profit

12.     N
on-norm

al distribution of success
13.     Intangibles/Intellectual assets 
14.     Public goods and governm

ental role
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M
anagem

ent Im
plications of Scale

•M
arkets are oligopolistic 

•Im
portant to be big
•Incentives to acquire large size by 

m
ergers

•Com
petitive prices often unprofitable

•Price com
petition is ruinous

•Incentive to price discrim
inate am

ong 
custom

ers



M
anagem

ent Im
plications of 

N
etw

ork Effects
•Invest in creating interactive netw

orks of 
users
•Lim

it ability of outsiders and other platform
s 

to interconnect
•Raise the loss to consum

er for leaving the 
netw

ork, this w
ill help create “lock-in” of 

consum
er 

•Invest in gaining m
arket share. 

•First-entry is im
portant

24



M
anagem

ent Im
plications of R

adically 
D

ivergent C
ost Trends in the Value C

hain

•Rising conflict vertically across 
the value chain
•Incentives to vertical m

ergers
•Specialization at content side, 
generic platform

s on distribution 
side
•Regulation

25



M
anagem

ent Im
plications of 

A
ccelerating Returns

•Firm
s m

ust adapt faster
•Know

ledge assets last shorter
•Adaptation to new

 know
ledge 

becom
es essential

•Experience becom
es less 

im
portant
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C
haracteristic # 5 of 

D
igital A

ctivities: 
D

istance-Insensitivity 



Average fully allocated cost of 
transm

itting a 90 m
in HD film

:
per 1,000 km

 $0.001.
New

 York to Rom
e: 1 cent

Econom
ies of Distance



U
K

 N
etflix M

arket Share 2018 
58%



Japan

•Subscribers:
•Am

azon 66%
•Netflix 21%
•Hulu

19%



M
anagem

ent im
plications of 

D
istance insensitivity
•Global expansion of foot-print of 
activity
•Vulnerability to distant 
com

petitors w
ith scale and 

other advantages



M
anagem

ent Im
plications of 

Econom
ies of D

ata O
perations

•Expansion into other business activities to leverage 
data
•Privacy regulation conflict
•Ability to fine-tune m

arketing
•Ability to fine-tune pricing and price differentiation
•Ability to individualize content



M
anagem

ent Im
plications 

of Excess Supply
•Leads to increase in specialization 
&

 custom
ization of m

edia content
•Requires increase in production &

 
m

arketing effort
•Put together: costs rise per use.

33
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M
anagem

ent Im
plications of Price 

D
eflation

•The m
ain m

anagerial 
response is to try to avoid 
price com

petition 
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Strategies to avoid price 
com

petition.
•through product differentiation
•price discrim

ination
•consum

er lock-in strategies
•industry consolidation



•Incentives to conglom
erate firm

 
across several m

edia

M
anagem

ent im
plications of 

technological convergence



M
anagem

ent Im
plications of 2-

Sided M
arkets

•Seek to m
axim

ize num
ber of consum

ers, (w
eighed 

by their quality)
•

gaining m
arket share

•
And then leveraging it for advertisers.

•Im
plications: subsidize the user



M
anagem

ent im
plications of the strong 

presence of non-m
axim

izes of profit

•Need to com
pete by creating a 

product through quality, 
reputation, credibility, 
professionalism

.
•Not through opinion. Opinion is 
cheap to create

and everybody 
does it.



•Need to create content that is 
technologically m

ore advanced and 
com

plex. That cannot be easily be 
created by an am

ateur w
ith a video 

cam
era.

•So the strategy has to
be a prem

ium
 

product.
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N
on-N

orm
al D

istribution of 
Success

•M
ost projects a failure

•Attractive to risk takers for big 
payoff. O

r, to players w
ho do not 

understand orw
ho

underestim
ate the risk

•In other w
ords, it attracts the 

gam
blers and the dream

ers
40



•For other types of com
panies, risk 

containm
ent and reduction becom

e 
a key m

anagem
ent task

•A m
ajor function of m

edia firm
s is 

to low
er the risk of individual 

projects

41



M
anagem

ent Im
plications of 

Intellectual A
ssets

C
entral elem

ent for m
edia firm

s:

•How
 to create?

•How
 to price?

•How
 to protect?

•How
 to value

42
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M
anagem

ent Im
plications of Public 

G
ood Characteristics:

•Difficult to charge for inform
ation

•Difficult to protect property rights
•Im

plications: under-investm
ent in 

inform
ation w

ith strong public 
good externalities 
•Strong need to m

anage 
governm

ent relations





M
anagem

ent Im
plications of 

D
igital A

ctivities

•Type 1 com
panies

•relatively sm
all and specialized.

•com
petes in price, and in innovation.

•follow
s basically the m

odel of a com
petitive 

firm
 that w

e learn about in econom
ics

•It provides specialized services and 
technology to com

panies of Type 2.
•Its business goal is to either becom

e a 
com

pany of Type 2, or to be acquired by a 
com

pany of Type 2



Type 2 C
om

panies

•Large ‘tentpole com
panies’ that 

integrate m
any products and services, 

and serve m
any custom

ers, product 
m

arkets, and geographic m
arkets



•Type 2 com
panies basically, 

seek m
arket im

perfection
•In the digital econom

y, m
arket 

im
perfection is not a “bug”, it is 

a feature.



M
anagem

ent Strategies 
of Type 2 C

om
panies

•Avoid price com
petition

•Seek price discrim
ination

•Generate a consum
er “lock in”

•Seek to create a “w
alled garden” 

ecosystem
•Generate netw

ork externalities



Expansion
•Expand globally
•Integrate verticaly

through 
expansion and acquisition
•expand to other product lines to 
benefit from

 econom
ies of 

scope



•Seek prem
ium

 product 
brand
•Greatly expand m

arketing
•Invest in governm

ent 
relations
•Create product portfolios to 
low

er risk



•These are m
anagem

ent activities to undercut 
m

arket com
petition

•They all m
ake perfect sense in business term

s
•And they are m

ostly perfectly legal
•But w

hat they do create, or seek to create, is m
arket 

pow
er.

•And m
ost of them

 are not som
e dark conspiracy but 

a perfectly logical and law
ful activity.

•It’s just that w
e don’t necessarily like the outcom

e
•And this is a public problem

.
•W

hich requires a public solution



Public Policy 
Im

plications?



•The first and m
ost obvious 

option is Governm
ental 

regulation: 
•It is typically triggered by 
negative episodes that lead to 
public and political pressure. 
•An exam

ple is the harsh critique 
that fake new

s affected the last 
US presidential election
•This then leads to a beating up 
of Facebook, and to calls for its 
breakup, because it w

as too 
pow

erful



1. Structural Policies



Exam
ple: Break-up of 

O
nline Com

panies?



2. B
ehavioral Policies: 

Regulation



•Political reaction w
ill usually be an over-

reaction
•

Fortunately, governm
ental regulation is 

constrained by constitutional 
lim

itations, antitrust law
s, and the 

rights of free speech.
•

and by governm
ent’s need to balance 

also other societal interests and 
stakeholders



3. D
elegation of 

Regulation

G
overnm

ent therefore 
delegates regulation to the 

large platform
 com

panies and 
m

andate self-regulation



•Platform
s shift from

 being 
responsible for nothing, to being 
responsible for everything.



•This is the direction things have 
been going.
•Governm

ental and political 
pressures on platform

s
•And the platform

s are going along, 
because they becom

e im
portant 

part of keeping order, 
•and in return they are left alone. Or 
hope to. That is the deal. W

e w
ill 

clean up, and you leave us alone



It’s a poor system

•No due process
•No constitutional protections
•Based on political and m

arketing 
considerations not to offend hyper-
sensitive users
•Affected by rules of other countries’ 

governm
ents that m

ight be m
uch 

m
ore restrictive



•A schem
atic m

apping of the differences 
in regulatory outcom

es
•On the verticalsregulatory strictness
•On the horizontal, m

arket concentration
•P

1 is the strictness w
here governm

ent 
w

ould like to regulate
•But constitution and politics m

ove it 
dow

n to P
1



Regulatory 
Strictness

Com
petitive 

Self-Regulation

Governm
ental 

Regulation

O
ligopolistic 

Self-Regulation

M
arket 

Concentration

P
1

P
4

P
2

P
3



Oligopolistic self-regulation:
•W

ill be stricter, less 
interoperational, less public 
interest oriented, than 
governm

ental regulation
•W

ill slow
 dow

n technology, 
innovation, culture, and global 
diversity



•2. self-regulation in com
petition: 

W
ill be on a spectrum

 from
 strict 

to loose. P
4

•But really, a w
hole band of 

strictness



•Except in som
e egregious and clear-cut 

cases, this w
ill be ineffective, inefficient,  

and slow
. Instead, W

e should be m
uch 

m
ore im

aginative here.
•And try to help create an interm

ediate 
layer of organizations that support users.
•This alternative I call the O

pen Video 
System
•It is based on access, not on antitrust 

breakup



Alternative: Establish the 
O

pen Video System



Details in m
y paper. Here 

are general points



1. Access rights to 
infrastructure and 

platform
 elem

ents, 
w

here significant m
edia 

m
arket pow

er exists



2. Such access w
ould be 

accom
plished through 

APIs that m
ust be 

offered by platform
s to 

data m
anagem

ent 
interm

ediaries



“A
PIs”: A

pplications Program
 

Interfaces
•Basically a w

ay to let independent softw
are that 

m
eets technical requirem

ents interoperate w
ith the 

platform
’s softw

are



Video Cloud 
A

Video Cloud 
B

Interm
ediary

1
Enduser

Independent



Interm
ediaries

•Picked by users, to conduct in 
their behalf
•Content search
•Data privacy control
•Content filtering
•Selection algorithm

s
•M

aybe preference to ads



•This creates user choice in 
search, algorithm

s, data 
control, and content filtering



•But a  lot of people have com
e out against user 

choice, by basically outlaw
ing the option of 

consum
ers giving up privacy rights in return for 

som
e benefits. O

ne cannot give up such 
fundam

ental rights, especially if you are poor, and 
w

eak. 
•Paternalistic. So instead of taxing the big users of  

data and giving the m
oney to the poor, w

e m
ake it 

m
ore expensive or ineffective for poor people to 

use digital services. Let them
 eat privacy.

•But by establishing interm
ediary data m

anagers 
for consum

ers, one can overcom
e the gap in the 

bargaining strength, and in the level of expertise, 
and em

pow
er consum

ers.



3
rdelem

ent of the 
system

: self-
adm

inistration and 
arbitration



•And the w
hole thing w

ould be run 
by a consortium

 of the m
ajor 

stakeholders from
 the corporate 

and NGO side.
•Access w

ould not be free. It w
ould 

be priced on the basis ofm
ost-

favored nations. 
•Access w

ould not be to every 
elem

ent, only to those elem
ents 

that have significant m
edia m

arket 
pow

er.



•So this is the open video system
 for online 

video plaform
s.

•It does not touch platform
s w

ithout m
arket 

pow
er

•It does not break up
•And it does not require platform

s to act as 
the policem

en for governm
ents to do things 

that governm
ents have no right to do 

them
selves.

•But it gives access rights to the 
interoperation of softw

are m
odules of 

interm
ediaries w

ho act in behalf of the 
endusers.



•W
e should therefore generate an 

industry structure in online video 
thtincludes interm

ediaries  that 
corrects the im

balance betw
een 

the individual and the giant data-
driven com

panies, and reduce the 
need to fall back on governm

ental 
control



•This does not solve all problem
s, but it reduces 

the problem
 of the global m

arket pow
er of the 

platform
s. 

•And it does so w
ithout the inefficiency and 

anti-innovation aspects of other approaches.
•So w

e should give our attention and thinking 
to establishing such a system

.
•It w

ould be the foundation of m
edia industry 

and of m
edia policy, for a long tim

e. And the 
tim

e to start w
orking on it is here and now.

•I hope that w
e can w

ork on this together to 
refine it.





End of Lecture!

noam
@

colum
bia.edu


