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Abstract
How do institutions change?  This paper seeks to answer this question through an analysis of Chinese media reform.  In general, one observes a “two steps forward, one step backward” pattern of media reform in China, where periods of relative liberalization are followed by tightening of political control.  What explains this pattern?  I argue that it reflects the contradictions in the logics and goals of the news media.  Indeed it is the friction between the political and economic roles of the news media that determines how the news media functions.  This friction operates at two levels.  From the point of view of the state, liberalization of the media is desirable for two reasons.  First, market competition forces media firms to become profitable and perhaps internationally competitive.  Secondly, at a broader level, a more liberalized news media ensures the free flow of economic information that is crucial to investors and economic firms.  In short, it helps to regulate the economy and make it more efficient.  Yet greater liberalization also reduces political control because the market logic of profitability conflicts with the political logic of the unified party mouthpiece pursued in previous years.  Thus, there is a conflict between the economic and political goals of the state when it comes to reform of the news media.  This contradiction is also reflected in the operations of the news media.  On one hand, they must adhere to the political logic outlined by the state, yet on the other, as profit seeking firms, they may decide to push the boundaries of acceptable discourse because it is economically advantageous.  In general, for any particular issue, this model predicts an equilibrium that represents the relative friction that surrounds that issue.  For example, on national security issues such as Taiwanese independence, the political logic of the party line overrides economic desires to criticize the policy.  In contrast, for economic issues, such as banking reform, we might expect greater friction in the logic of news production, thereby creating an equilibrium point that reflects a more economic logic of the news media.  In sum, the news media reflects the contradictory logics inherent in economic and political reform in China.  This model explains the inherent conflict between political and economic logics introduced by media liberalization, and posits that the intensity of this conflict or friction is what drives further institutional change. 
Introduction
How do institutions evolve?  This has become an important question for institutionalist scholars, who are increasingly interested in explaining change.
  This analysis addresses this question, by presenting a “multi-level dynamic model” of media liberalization, which explains gradual institutional change in autocracies.
  Because this is a multi-level model, it is able to capture the interaction between structure and agency, as opposed to an analytic isolation of each.  Indeed this interaction holds important insights into the process of change.  I contend that this adds to the literature in three ways.

First, this analysis explains gradual evolutionary change, as opposed to standard models that focus on structural breaks or punctuated equilibrium.
  While these models certainly explain substantial changes, they do not capture the constant incremental interactions that cause institutions to evolve on a daily basis.  I argue that within a political system, there is significant friction at, and between, multiple levels of analysis, which is the primary driver of incremental change. 
Secondly, by focusing on autocracies, this model highlights the underlying sources of friction that drive change.
  This occurs in the absence of standard democratic mechanisms for change such as elections or pluralistic ideational contestation.  Indeed, autocracies can be considered a difficult case for institutional change, because power interests are often assumed to exist in a self-reinforcing equilibrium.
  I argue that change does occur in authoritarian systems despite that presumed constancy of regime type.  However, this model differs from standard assessments of authoritarian change that focus on factors such as “elite fractionalization” or dramatic periods of social unrest.
Finally, this analysis helps to explain the relationship between economic and political reform.  Indeed, this is why the news media is an important institution—it is both an economic and political institution.  Consequently control over the media is not driven exclusively by either economic or political considerations.  Instead, once again, I argue that it is the friction between the economic and political roles of the news media that determines how it evolves.  Thus it is the friction between the different roles of the news media that drive a process of endogenous institutional change.  
This model, summarized in figure 1, deviates from standard conceptions of the news media in three important ways.  First, it rejects the common misperception that the news media is driven solely by regime type.  Indeed, the traditional “four theories of the press” rely on cold war categories, such as “authoritarian” or “libertarian.”  These conceptions assume that regime type is the key factor in determining the independence of the press.  Moreover, they assume that the activities of the press are in constant equilibrium.  That is, they only change with political power and regime type.  While the findings of this analysis support the fact that regime type is important, it also demonstrates that other economic factors are also important for media liberalization.  This is an important step forward, because, as Betty Winfield and Zhengjun Peng point out, few studies have sought to expand these traditional conceptions [of the media] to include economic structures.

Secondly, this analysis integrates perspectives from the subfields of international relations and comparative politics.  Indeed the increasing interconnectedness of the global economy blurs the line between international and domestic politics.  Indeed there is a robust globalization literature that supports this argument that international economic pressures affect state policy decisions.

For example, this analysis demonstrates how global competition for international resources and investment provides incentives to liberalize the media.  While these incentives are important they are not deterministic.  These international pressures are balanced with domestic concerns.

Finally, this analysis models how the news media itself drive the process of change .  Once again, traditional conceptions of the media are often based on static equilibrium analysis.  States structure the media based on the inherent characteristics of their regime type, which is often considered to be static.  In contrast, this dynamic model captures the interaction between structure and agency.  The variable decisions of the agents have the potential to feedback on state policy.  Thus media liberalization should be conceptualized as an iterated process, whereby agents are constantly adapting to new environments.  Yet their actions also have the potential to feedback and shape the environment, which in turn precipitates another round of adaptation.  Indeed this evolutionary framework, borrowed from biology, provides a useful metaphor for the process of media reform described below.  Those adaptations that are successful are likely to be copied by other organizations.  In this way new professional norms and policies are developed.
To say that institutions evolve, however, is not to say that this change will occur in a linear progressive fashion.  Indeed as the case study of China covered in the part II of this analysis illustrates, media reform in has constantly vacillated between relative openness and relative repression.  Indeed we may expect countries to vary in their response to general environmental pressures outlined below.  Thus the model developed below is probabilistic, not deterministic. 
Figure 1:  Two Stage Model of Media Evolution





This analysis employs a unified methodology, outlined by Evan Lieberman, of “nested analysis,” which synthesizes findings from both cross-national panel data and an in-depth case study.
  I contend that both of these methods are necessary to fully model the factors that affect media reform.  It assumes, somewhat ironically, that no method alone provides sufficient explanation.  Instead it is the combination of these methods in a nested analysis that provides greater confidence in one’s conclusions.  All three parts of the analysis inform one another “to the extent that the analytic payoff is greater than the sum of the parts.”

Part I begins with a large-N analysis (LNA) of the influences on “press freedom.”  Using data from a period of 13 years, I use pooled time series models to demonstrate the importance of globalization on press freedom.
  These models consistently demonstrate the significance of independent variables that measure a country’s degree of “international economic integration,” as well as demonstrating the importance of political institutions and social stability.  For a detailed discussion of the quantitative methods please see the methodological appendix.

The quantitative LNA is a useful first step in modeling pressures for and against media liberalization, but it remains an insufficient explanation.  Instead of making this the final word, part II of the paper “tests” its findings via an in-depth analysis of media reform in China.  I show that China is an “on-the-line” case—providing a test of the causal logic of the model.
  This model testing analysis, demonstrates that the general logic of the quantitative model can add insight into otherwise puzzling events.  For example, many observers have been puzzled by the Chinese government’s crackdown on investigative news media in recent years after a period of relative liberalization.  The Mt-SNA helps to explain this by pointing out that China remains below average in its dependence on the world economy (as measured by trade openness). Secondly, one can also point to the rise in social protests as a potential explanation, which is also supported by the LNA.

Finally, Part III employs an analytical narrative of Chinese media reform to illustrate the importance of “omitted factors” that cannot be modeled quantitatively.  This model building small-N analysis (Mb-SNA) serves to complete the model of media liberalization.  In particular, it highlights factors such as “the degree of friction” and “market competition,” which are difficult to model quantitatively with available data.  In sum, it is the combination of these methods that creates a full picture of media liberalization.  Neither the quantitative or qualitative analysis alone can provide the level of confidence in one’s results, nor can they present the complete picture of both of these methods combined.

At this point one should also note that, since this is a dynamic model,  it must be able to account for causation over time.  I have attempted to model change both quantitatively and qualitatively.  Quantitatively, I use fixed effect time series models and Arrellano-Bond dynamic panel estimators to account for the effect of time on this process of media revolution.  Each of these models incorporates methods that account for autocorrelation.  Moreover the inclusion of a lagged dependent variable demonstrates that media liberalization is a time dependent process.  

In addition, the qualitative analytical narrative constructed in part II is explicitly designed to demonstrate the evolution of media institutions over time.  As Bennett and George argue, the strength of analytical narratives is that they tell a causal story.  Only by reconstructing events over time can one illustrate the sequence, and thus the causation of change.  Analytic narratives tell a causal story in a way that quantitative analyses can not.

In sum, this paper represents the application of the mixed-methods advocated by Lieberman and Bennett and George.  All three parts of the analysis inform one another, such that the finished product is more complete than the sum of its parts.  Once again, the combination of these methods avoids criticisms regarding the weakness of any particular method, and instead allows us to concentrate on the relative strengths of each.
Theoretical Foundation: Institutional Change and the Role of the News Media
One of the key questions for institutionalist scholars of al types is “how to conceptualize change?” As Robert Lieberman has points out, social science has a long standing bias for thinking about relationships in terms of “equilibrium” punctuated by periods of extraordinary change.
  Increasingly, institutionalist scholars have sought to move beyond rigid frameworks with a bias for stability to models that account for gradual change in a system over time, without having to resort to arguments about great events and punctuated equilibrium.  These efforts are exemplified by Avner & Laitin (2004), who presents a rational choice model of endogenous institutional change and Thelen (2004), who argues for a layering and convergence processes of institutional change.
   The problem for rational choice analyses is that the model, as North points out, is that it necessarily predicts stability (North, 1990).  Consequentially the only source of change comes from outside the theory.  In other words, stability (equilibrium) should be the norm (eg. in any given institutional setting, everyone’s interests are maximized).
This theoretical model begins the premise that the news media is an institution, which exists at the nexus of politics and economics.
  At a minimum the news media is information infrastructure – collectively they aggregate information and provide it as public good.  At its most powerful the media plays a watchdog role, effectively creating another layer of governance for formal institutions.
  Given the diverse roles of the news media, the key question for a general theory of the media becomes, “under what conditions should we expect the news media to exert a liberalizing influence?”  The answer to this question has important implications for social scientists seeking to understand the interaction between economic and political reform, because authoritarians might view media liberalization might as beneficial for the former but not for the latter.
From a theoretical standpoint, political scientists lack an established general framework for understanding the role of the media.  To be sure, there is a long line of theorists, scholars and pundits who have recognized the pivotal role of the media for political reform.  For example, in a recent article Bueno de Mesquita and Downs have argued that the restriction of “coordination goods” such as the news media is a key determinate in the ability of new “savvy” authoritarian countries to maintain their power.

In addition to the literature on the political role of the media, recent economic research also emphasizes the economic importance of an independent news media.  Economists such as Joseph Stiglitz and James Alt have been instrumental in advising IGOs like the World Bank view the news media as a key component of a country’s economic infrastructure.  As Alexander Dyck and Luigi Zingales argue, “The process of information diffusion plays a small role in economic models…There is no role for information aggregators, which selectively reduce the cost of acquiring information.  In the real world the media play this role.”
  Another study by Christopher Coyne and Peter Leeson argues that an independent press is necessary for the adoption and coordination of successful economic reforms.
  Finally, Anne Krueger argues that one of the primary roles for the government is to provide an information and communication infrastructure that supports economic development.
  
These recent studies all indicate that the news media plays an important role in the coordination of information amongst economic agents.  Thus, the central premise of this paper is that an independent news media is fundamental to economic activity and an efficient economy.  As James Alt states, “Broadly defined, government transparency is the overall degree to which citizens, the media, and financial markets can observe the government’s strategies, its actions, and the resulting outcomes.”
  In developed market economies news outlets provide information and transparency, which allow economic actors to make sound decisions.
This logic is important for understanding pressure for “media liberalization.”  To summarize, I argue that we should view the news media as “information infrastructure” that is just as important for economic growth as railways or an education system.  Thus one expects economic interests at both the international and domestic levels to pressure the state to liberalize this institution in order to increase the flow of economic information. As Yuezhi Zhao highlights, a watchdog role for the media helps to govern the economy.
  By exposing corruption and fraud, the news media can govern economic behavior in the absence of other institutions, such as a robust judicial system.  This helps to ensure a degree of accountability, which is necessary for an efficient economy.  Consequently, both international and domestic economic agents may pressure the state to liberalize the media.  If state leaders seek economic efficiency and coordinated economic reforms, they may accede to these views.
  In sum, there is often a common desire for efficient market reforms on the part of both international economic actors and domestic economic reformers.  These common goals can create significant pressure for media liberalization. 

Given the importance of the news media in greasing the informational wheels of the global economy, it is surprising that there have been so few comparative studies of the determinants of an independent press.
  The multi-level dynamic model developed below helps to fill this gap.  As I demonstrate, international investors, the state, and the news media itself all play an important role in the creation of an independent press.  Moreover, the interaction between these different actors drives a process of systemic change.  Illuminating how they balance competing pressures and logics can shed much insight into the process of political reform in a global era.
Stage I:  State Incentives for Media Liberalization
This section adds to the globalization literature on the ways that international economic integration causes domestic political change.
  This first stage, summarized in figure 2, shows how state policy decision that structure the news media are based on both international and domestic pressures. 

International pressure occurs because developing countries compete to attract international investment.
  This competition leads them to offer incentives for investment, such as improved infrastructure.  Thus, those countries that are more dependent on the global economy for success, will face ever greater pressures to meet international standards.  An independent press is one of those standards.  Consequently, one can view media liberalization as one important factor in the decisions of MNCs.  Moreover, international lending institutions, now attached conditionalities to their loans which are design to promote greater media liberalization and transparency.  

Figure 2:  The First Stage - State Decision-Making

In addition, to the extent their economic activities require the free flow of information, international economic agents will exert pressure on states to liberalize the media to ensure reliable information flows.  Given the important role the news media plays in the global economy, it is easier to see why international economic actors—institutions like the IMF, international investors, and MNCs—are greatly disadvantaged by opaque information.  These actors rely even more heavily on media information than domestic firms, and thus have a strong interest in the free flow of reliable information.  As media scholars such as Cherian George has documented, international interests often pressure countries to adopt a more independent media, and developing countries, who compete to receive international investment, will sometimes oblige them to make themselves more attractive business destination.

However, this pressure for greater media liberalization on economic grounds must be balanced with the countervailing political pressures for increased control.  Concerns about media effects on social stability or fragmentation within the ruling class may create political pressures against media liberalization.  In fact, Dani Rodrik has shown empirically how countries that are more open to trade also have larger welfare states.  This is due to the fact that economic integration makes a country more vulnerable to fluctuations in international markets.  Thus to the extent that economic integration creates social instability, it will create pressure against media liberalization.
Thus it is the friction between economic and political goals that drives state decision-making regarding media liberalization.  As a result, the model presented below seeks to articulate the multi-faceted pressures on the state.  It does not assume that media liberalization is inevitable, but, instead, is the result of the balance between these sometimes contradictory logics regarding media reform.  Understanding how this friction plays out is important for understanding where independent t media systems will emerge.
A Model of Media Independence: 
Based on the previous theoretical propositions, this section develops a general model of press independence, as measured by Freedom House.
  This model also incorporates the pooled time series economic data from various World Bank and Polity datasets. 
Hypotheses: International Economic Integration and Social Stability

The prior expectation is that international economic integration, as measured by trade openness and international investment will exert a liberalizing influence on the media.
  In short, the more a particular country relies on external countries for its economic success, the more pressure it will create for an independent media.
Conversely, based on previous findings by Rodrik and others, one should expect social unrest to create countervailing political pressures against media liberalization.  Rodrik argues, economic globalization increases a country’s exposure to the volatility of international markets, thereby creating demands for the state to manage the pain of international market fluctuations.  Consequently trade openness is associated with larger welfare states that social buffer against international volatility.
  In this model I operationalize this process by including an index of social stability in the World Bank’s Governance Matters III dataset.
 
These hypotheses, summarized in table 1, reflect theoretical propositions put forward in various social science literatures.
 
 These first three of these basic theoretical propositions emerge from the globalization literature, while the fourth operationalizes the traditional media studies focus on regime type.  Thus this model synthesizes traditional state-centric models of the press with more recent debates about the role of economic globalization. 

Table 1: Summary of Hypotheses

	Hypothesis 1:
	· Countries that are more open to trade are more likely to have an independent media.

	Hypothesis 2:
	· Countries that receive more international investment flows in the form of foreign direct investment (FDI) and portfolio investment, measures as a percentage of GDP, are more likely to have an independent media.

	Hypothesis 3:
	· Countries that face greater social instability will be less likely to have an independent media.

	Hypothesis 4:
	· Authoritarian political institutions, with few constraints on executive power, are less likely to have an independent press.  Conversely, democracies should have a more independent press.


Results
The section presents findings, summarized in table 2, from a series of fixed effect time series regressions.  Given the fact that these models are based on theoretical propositions, and not previous empirical studies, I have included a variety of model specifications.  A comparison of results across these different specifications demonstrates the robustness of the basic findings.  One can state with a fair degree of confidence that, all else being equal, international economic integration is significantly associated with greater media independence.  However, this international pressure for media independence creates friction with countervailing pressures for media control caused by social instability.  Thus one can view state decision-makers as positioned between concerns for economic and political efficiency.  
These results support the thesis that international economic integration creates an impetus for greater press freedom.  It is clear that on average, those countries that depend more on trade as a percentage of their GDP have more independent press systems.  However, while the correlation between trade openness and press independence is strong across all model specifications, there is, somewhat surprisingly, no evidence that foreign investment, in the form FDI and portfolio investment, have a significant impact on press independence.  This is surprising, in that one might expect this to be a primary means for MNCs to leverage their resources.  However, one can also argue that some investors have their own researchers to gain economic information and do not rely on the news media as much.  Moreover, foreign investment may also be reflected in trade statistics as well.  Nonetheless the consistent significance of trade openness indicates that international economic integration is associated with increased independence of the news media.
In addition to empirical support for the first hypothesis, the results support hypotheses three and four.  We find that greater social stability is indeed associated with more independent press systems, while increases in social unrest are likely o cause a clampdown on press freedoms.  Secondly, rows seven through ten confirm the importance of regime type.
  One finds that almost all of these controls for regime type are significant for explaining media liberalization.  All else being equal, more authoritarian states and those with few constraints on executive power are associated with less independent press systems, while the converse is true for democracies.
Finally, I would briefly note that this model seeks to capture the dynamic nature of media reform.  This is done by using time series estimators and the inclusion of a lagged dependent variable.  In their discussion of pooled time-series with continuous dependent variables, Beck and Katz point out the importance of modeling time dynamics.  They argue, “failure to correctly model the dynamics, either through generalized least squares or, better, by including a lagged dependent variable, makes it appear that fixed effects are very important.”
  Thus I have included the lagged dependent variable to account for potential autocorrelation in the data as well as the dynamics of press independence over time.

One should note that this is an initial step towards a generalizable model—I do not claim to have operationalized every variable of importance.  Indeed the use of fixed effects models presumes that there are omitted case specific variables.
  As Green, Kim and Yoon argue, random effects assume that there is homogeneity across units.  That is, all else being equal the equilibrium state for each country is the same.  As they highlight, this is a highly dubious assumption for models where countries are the unit of analysis.
  Indeed a Hausman test comparing random and fixed effects models, shows that fixed effects are significantly different than random effects. Thus, I side with Green, Kim and Yoon that one should account for the omitted variables that created unit-specific differences by including fixed effects.  


Table 2: Explaining Media Independence

	Dependent Variable: Freedom House’s Freedom of the Press (1994-2003)

Fixed effects


	Independent Variables: 
	(1)
	(2)
	(3)
	(4)

	Lagged Dependent Variable


	.582***

(.036)
	.501***

(.035)
	.558***

(.041)
	.414***

(.041)

	GDP Per Capita 


	.064

(.019)
	.0001

(.0002)
	.0002

(.0007)
	.0002

(.0002)

	Openness (Trade/GDP)


	-.064***

(.049)
	-.058***

(.017)
	-.078***

(.023)
	-.051**

(.021)

	FDI  (FDI/GDP)


	.032

(.04)
	.034

(.038)
	.159

(.098)
	.027

(.038)

	Portfolio (Portfolio/GDP)


	
	
	
	-2.40

(4.744)

	Stability


	-2.219***

(.681)
	-3.13***

(.654)
	-2.29***

(.777)
	

	Regime Type 

(dichotomous)
	1.048

(1.871)
	
	1.212

(1.035)
	

	Constraints on Executive Authority


	.051***

(.015)
	
	.062***

(.017)
	

	Autocracy
	
	.809***

(.092)
	
	1.035***

(.106)

	Democracy
	
	-.73**

(,09)
	
	-.997***

(.108)

	Illiteracy 
	
	
	.521***

(.158)
	

	Internet Users
	
	
	2.37e-08

(1.29e-07)
	

	Observations: N
	792
	729
	597
	580

	Rho
	.841
	.799
	.922
	.871



     *  Significant at p>.1                  **   Significant at p>.05                    *** Significant at p>.01
Justification of Case Study: Testing the Model Against the Case of China
In order to gain greater critical purchase on the process of media liberalization, this section “tests” the general findings on the case of China.  This model testing small-N analysis (Mt-SNA) provides a “causal process observation,” which supports the causal story outlined above.  According to Evan Lieberman, the use of such a case study “should aim to gain contextually based evidence that a particular causal model or theory actually ‘worked’ in the manner specified by the model.”
  Adhering to “nested” research design, figure 3 plots the predicted values of press freedom from the previous model against the actual values reported by Freedom House.  This graph illustrates that China is well predicted by the quantitative model.  Consequently, it represents a good test of the causal logic of the model.

Figure 3:  “On-the-Line” Case Selection
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Turning to the substantive case of Chinese media reform, one finds that China has remained tight control of the media despite significant economic reform.  According to Freedom House, the Chinese media has been consistently categorized as “not free.”
  This data, along with observations from the secondary literature on the subject, shows that China witnessed a period of relative liberalization in the mid-90s following the crackdown after Tiananmen Square.  Yet recent accounts acknowledge that there have been numerous efforts to reign in the media, particularly since the 16th party congress, where a new generation of leaders took over.

The large-N analysis does in fact shed light on media reforms in China.  While the country is increasingly connected to the global economy, it remains below average in terms of trade openness.  The data show that China’s trade to GDP ratio is 49%, which is approximately one standard deviation below the international average of 84% found in this dataset.  Therefore, China’s integration into the world economy, while significant, remains fairly low by international standards.  Substantively, this indicates that Chinese leaders, in fact, do not face as much international pressure for media independence as one might expect, given the significant press that China’s economic reform has garnered.
Secondly, recall that the second novel finding of this model is that increases in social unrest will have a deleterious effect on press freedom.  This relationship is not altogether surprising, as the China’s history after the Tiananmen Square crisis indicates.  The Chinese Communist Party (CCP) has long viewed the news media as a primary vehicle for the party to forge national unity and preserve social stability.  Yet recent official reports from the Xinhua news agency shows that 74,000 public protests that occurred in 2004, involving 3.7 million people, which was a significant increase over the 58,000 protests reported in 2003 and 10,000 in 1994.
  Recent numbers for 2005 put the figure at 87,000.
  Given the findings of the previous models, this consistent increase in social unrest helps to explain part of the motivations for the recent crackdown on the Chinese news media.  
Therefore, one finds that contextual evidence from China, supports the findings of the general statistical model.  Conversely, the general findings of the LNA help to explain the puzzle of the recent clampdown on the Chinese media.  In short, the domestic pressures for media control created by increased social unrest outweigh countervailing international economic pressures for liberalization.
  Yet one should expect state policies, which structure media institutions, to shift as the relative balance of these pressures do.
Stage II: The Process of Chinese Media Reform
While part I is an initial step toward a general model of the press, it only sheds partial light on the dynamic process of institutional change.  In order to better illustrate the evolutionary process of media liberalization, this section develops an analytical narrative of Chinese media reform over the last fifteen years.
  Such historical narratives are designed to tell an evolutionary story.  That is, it demonstrates how changes in the structure of media institutions on the part of the state precipitate adaptive behaviors on the part of the news media.  Thus this part of the analysis moves down on level of analysis to focus on domestic politics, particularly the media itself.  Contra standard assumptions about the news media in authoritarian systems, I argue the news media are not passive cogs in the political machinery, but, under certain conditions, can act as agents of change. 
In the previous section I argued that the state balances competing pressures.  Similarly, this section also argues that the news media must balance sometimes competing institutional logics.  On the one hand they are often constrained by political pressures not to discuss certain issues, yet, they are also driven by the economic logic of the profit imperative.  Once again, decision makers face friction in their multiple goals.  As Robert Lieberman has pointed out, friction between institutional orders is often a primary driver of change.
  This friction exists between institutional structures, and it drives the interaction of structure and agents.  Understanding how media organizations evolve in their techniques to comply with changing media regulations is crucial to understanding how these sometimes contradictory logics create change.
China is in many ways an ideal case for analysis.  It is a story of an emerging market economy with a strong authoritarian legacy.  The tension between economic reform and an authoritarian legacy clearly play out in the news media, which is often caught between its political and economic incentives.  As a recent Freedom House report argued, “China represents a crucial test case of political control of mass media.”
 
In the past few years the CCP has embraced limited liberalization of the news media for financial and economic reasons, as well as a means to address the principle-agent problems created by the decentralized political structure.  At the same time, however, the state has maintained an extensive legal and regulatory apparatus in an effort to prevent the emergence of an independent press.  Thus the state is in the difficult position of attempting to promote market reform of the media sector while limiting its social and political consequences at the same time.  Given the traditional importance of the news media as a principle tool of party ideology and a legacy of strong regulatory controls, the case of China is a good one for studying the tension between the economic and political logics of the news media.  The key analytical question for this stage of the model is: “under what conditions will the news media challenge political boundaries?”
The insights from case study of the Chinese press build on the general analysis of the previous section.  This more developed model, summarized in figure 3, endogenizes previously articulated pressures for change.  Instead of assuming these to be exogenous to state decision-making, this section shows that factors such as social stability and economic development are caused in part by the decisions of news organizations.
  In effect, reporting decisions by media organizations feedback on state structures to determine the cycle of media reform.
The expanded model in figure 3, highlights the key factors that structure the decision-making of news organizations.  One should note that many of these variables were “omitted” in the previous analysis, but emerge as significant in this more contextual account.  On the political side these factors include ownership structure and the extent to which a particular story deals with “core” political issues as opposed to “peripheral” issues that are not central to the regime’s stability.  Under certain conditions, these political boundaries may come into conflict with the economic incentives of breaking a big story.  Big stories that garner significant public attention help a media organization gain market share in a competitive market.
  Thus one can also posit that “market competition” is also an important economic factor in the wiliness of the news media to push political boundaries.  Under conditions of greater competition, breaking a big story may be more important to media organizations.  The following in-depth analysis clarifies why these factors emerge and why they should be added to the general model articulated in part I.

Figure 3: Media’s Response to Structural Changes


Initial Pressures for Liberalization:  Economic Reform 
Since the beginning of the economic reform process in 1978, and during the last decade in particular, the Chinese media has transitioned from a tightly controlled state-owned institutional structure to a more liberalized and market-driven system.  As the state has gradually allowed for the introduction of market mechanisms in the sector, the incentives facing media organizations have changed.  Chinese media organizations now must be able to balance their goal of profitability with the political directives of the state.  As Guoguang Wu has argued, the Chinese media must now please “two masters.”
  This metaphor captures the fact that the move from state financing to market financing has created a locus of power and influence outside of the state—the market.
The creation of a set of incentives separate from the state has important implications for environment in which media organizations operate.  Put simply, the economic logic of increased market competition and the goal of achieving profitability may create pressure on news outlets to test the political boundaries of acceptable discourse if it is in their financial interests to do so.

Therefore friction arises between the economic and political logics of the news media.  For some issues areas, such as corruption or banking scandals, the economic incentives of breaking a big story conflict with the political incentives against doing so.  Thus under certain conditions, the news media may have much broader leeway frame public debate on an issue.
Structural Changes: Market Reform’s Effects on Political Control

Two structural processes have worked in conjunction to define reform of the media sector in China: decentralization and commercialization.  First, decentralization of regulatory institutions has led to a significant increase in the variety of media outlets.  For example in 1979 there were 69 newspapers in the country and most of them were printed in Beijing.  By 1997 there were 2,149 newspapers operating throughout the country.
  The dramatic increase in the number of newspapers include a large number of semi-governmental publications as well as “fringe” media that may only be nominally connected to the state.  As with many other sectors of the economy, decentralization has allowed each locality to develop local news media, thereby diminishing centralized control over the sector.
The second major factor that explains change in media behavior is the commercialization that comes with market-driven financing.  Whereas media outlets were once guaranteed government subsidies, they have recently been forced to become self-sufficient.  The state has phased out the practice of forced subscriptions and dramatically reduced the amount of financing that is provided directly to news outlets.
  Commercialization of the media has progressed to the extent that the state has mandated that media outlets become profitable by 2004 or face closure.  Since then unprofitable news organizations have been shut down or incorporated into larger conglomerates.
  Clearly these reforms were designed to achieve two economic goals: first, to reduce the financial burden on the state of inefficient media organizations, and, second, to prepare the media sector for increased competition following the country’s entry into the WTO.
Until recently, there were clear indications that the state was planning to move towards greater privatization of the media sector.  In 2003 the state issued its first license to sell and distribute publications to a private distribution company.  Such a change marks a significant step towards the complete liberalization of media ownership.  The optimism that pervaded these markets reforms at the time was summed up by the deputy director of the firm that was awarded the contract.  He stated, “Five years from now, China's publishing market will be totally open to the world, with no limits on capital or proportion of funds.”
  Yet, as we will see, this optimism on the part of economic reformers has suffered a number of setbacks in recent years under the new leadership.  The reversal of privatization plans indicates that the state views it as a cause of media coverage that challenges political control of the press.
Taken together, the twin processes of decentralization and commercialization have drastically changed both the extent to which the state must monitor media output and the incentives that media firms face.  Perry Keller summarizes the tension that is created by the economic and political logics of the news media:

Confident of its ability to control sensitive media content, the Party has promoted the development of regional and national print media markets. But in doing so, the government appears unconcerned that the country's publishers, which arose as privileged instruments of Party and public policy, are now able to exploit those privileges in their search for profit and commercial advantage.

Thus, after significant steps towards economic reform of the media in the 1990s, regulators faced a dilemma.  Decentralization had spawned a broader variety of media organizations, which made regulating and censoring the market more challenging.  At the same time, economic reform and market competition created alternative sets of institutional incentives and raised the possibility that economic incentives conflict with political boundaries.

More Recent Adaptations in the Regulatory Structure
Economic reform of the media during the 1990s created a number of specific challenges for state control of the media.  One key problem for the state is that decentralization has created significant principal-agent problems.  In his detailed analysis of the Chinese media system, David Lynch argues that commercialization has effectively turned government agents, formerly responsible for regulating content, into profit seeking entrepreneurs.
  At times a cadre’s pursuit of economic profit may conflict with their political responsibilities.

In addition, commercialization of the media has provided incentives for challenging the political line.  Whereas cadres could previously halt unsuitable stories before they were printed via direct censorship within media organizations, the state now finds itself reacting to many stories after they have already been published.  Commercial independence increases both the capacity and willingness of media organizations to act independently of state controls.
A third major problem facing regulators is the sheer proliferation of content and the difficulties in monitoring it.  This essentially is a question of state capacity, as the diversity of media outlets makes it difficult to maintain strict control over all media content.  As Judy Polumbaum points out, “Although party propaganda authorities still purport to steer all mass media, . . .media managers can monitor only a narrow spectrum of activities and subjects.”
  David Lynch echoes this notion in his discussion of Internet content, when he argues that despite significant efforts to control the Internet, the sheer number of new sites makes it extraordinarily difficult for state authorities to keep up.
  

The significant difficulties in maintaining state control indicate that the media has been effective at adapting to new economic and political structures.  By all indications, the news media itself has taken advantage of new opportunities offered in the marketplace of ideas.  As a consequence the state has adapted to create  subtle mechanisms of control, in particular regulatory influence and self-censorship.  
A second adaptive strategy on the part of the state has been to develop more creative means of regulation and licensing.  For example, beginning with the leadership transition at the 14th party congress in 2002, new rules were promulgated that forbid investigative reporting outside of one’s home province, effectively diminishing the power of investigative journalism in the country.
 Moreover media reform took a step backward in 2005, as the State administration of Radio, Film and Television (Sarft) stalled its approval of joint ventures with foreign media firms and announced plans to re-centralize control over local broadcasters.
  Most recently, in June of 2006, the state was debating a proposed law on “public emergencies” contained a clause banning journalists from reporting on “sudden events” without first getting permission of the government.
  Yet as opposed to the more coercive practice of imprisonment that characterized previous eras, the punishment for violating this law is simply a fine of up to $12,500.
  However, as Jospeh Kahn has indicated, this financial dissuasion may be offset if media firms determine that it is still more profitable for them to break such a story.
A second important state strategy for insuring tighter political control has been to change the market structure of the media sector, effectively reducing the number of news organizations and the degree of competition in the market.  In addition to closing unprofitable firms, the state has encouraged the conglomeration of newspapers into 30 large regional groups, and similar structural changes are expected in broadcasting.
  This improves political control of the media in three ways.  First, it eliminates some of the market incentive to challenge political boundaries, because market competition is not as fierce.  Secondly, fewer news organizations make it easier for media regulators to monitor content.  Thirdly, media organizations are often merged into conglomerates, whose ownership is more political reliable.

Finally, the reduction in state capacity to police all mass media has led regulators to focus on issues that are central to the government’s legitimacy.  Simply put, certain “core” political issues, such as national security, relations with Taiwan, falun gong, or ethnic separatism, all are generally deemed off limits from editorial liberties.  These core issues have become the focus of censorship.  In contrast, the news media is more likely to play an active role in framing news relating to “peripheral” political issues. As media scholar Xiao Gongqin states, “The range of issues under political control has gradually reduced, except for those areas related directly or indirectly to national security or public order.”

In sum, the growing diversity of news sources and the financial incentives for the press to satisfy public tastes has placed strains on the ability of the state to maintain the all-encompassing control of the Maoist era.  The result has been a gradual increase in the variety of political content in the press, as the news media has sought to diversify its content to compete in the market.  In reaction, the state has resorted to new methods of political control, but it is clear that state capacity to direct media content is increasingly limited by its capacity. As Perry Keller points out, “The costs of maintaining the current system of press control are enormous. At a practical level, the system has become extraordinarily complex, as each breach is repaired through the issue of more rules and the imposition of new license requirements.”
  
To be sure the existence of vague laws protecting “state secrets” and a few high profile arrests of journalists, have also helped to foster a climate of self-censorship among journalists.  Yet, in general, the methods of political control used by the state are far less repressive than previous eras.  As I have noted, these softer forms of financial punishment may come into conflict with countervailing pressures of commercial success.  In order to understand the active role of the media in framing political discourse, we must understand how this friction in institutional orders drives media behavior.
Media Response: Friction Between Economic and Political Goals
Clearly, the CCP has sought to gain greater political control of the media in recent years.  High profile firings of important editors, jailing of journalists, and new laws, all seek to create a chilling effect on the political content of the news media.  These efforts imply that the media has in fact become unruly in its political coverage.  Thus, we should expect the media in China to be much more cautious in its coverage.
However, a recent article in The Economist reports that certain media organizations “have been unusually outspoken in their criticism of government censorship.”
  Media scholars and journalists have used the rhetoric of the little enforced guarantee of freedom of speech in the constitution to challenge new “sudden events” regulations.
  What explains this assertiveness on the part of the media?  First, I argue that it demonstrates that media reform in China is no longer solely a top-down process—the media itself has agency.  Secondly, I contend that the friction between the economic and political logics that drives the process of media liberalization.  As Yuezhi Zhao has argued, this system “can be explained neither by party principle nor market forces alone.”

On the economic side, the introduction of the market has created a number of liberalizing tendencies within media operations.  For news organizations financial dependence on circulation and advertising revenues creates incentives to provide more sensationalistic or popular content in order to boost market share.  According to Yuezhi Zhao, it is clear that there is often a profit to be made by selling controversial ideas, especially ones critical of the party.
  This tendency of the market is seen in book publishing as well.  Minxin Pei has illustrated how commercialization has led to the circulation of a number of books that cross the party’s political boundaries.
  Other interviewees have indicated that there is also an extensive black market for books and information that has been banned.
This tendency is found in the structure of news organizations themselves, where journalists are given financial incentives to create popular content.  Under the state-owned system journalists were paid uniformly, but due to economic reforms, the financial incentives now focus on bonuses hat are tied to preformance.  Eric Ma outlines how “media organizations can give aggressive journalists a wide range of incentives as part of their flexible wages.”
  The result is that political commitment is no longer the central criterion for career advancement for most journalists, and this implies that editors and owners may be primarily concerned with their profitability.  

A third area where economic logics exert a liberalizing effect on news media is in its reporting of economic issues.  For the most part, the state has been increasingly acceptant of, and at times even promoted, investigative journalism on commercial activity, such as banking and real estate scandals.
  According to one article, “A great deal of liberalization has already been achieved in the past several years, as far as reporting on business and financial matters, and publications . . .have taken full advantage of this opening.”
  As I argued in part I, this is beneficial from the perspective of economic reformers, because investigative reporting plays an important governance role that supplements the rule of law.  Thus the media act as an extension of state enforcement mechanisms and, at the same time, improve their profitability.
  
For the CCP the benefits of media liberalization be substantial, because greater transparency in the commercial environment maintains foreign investment and a stable business environment.  However, the creation of an investigative press also comes into conflict with political power.  In 2004, the editors of the progressive Southern Weekend were arrested.  Some have argued this was due to the fact that their publication was at the forefront of innovative investigative journalism, and authorities were unhappy with a story on a potential reemergence of the SARS virus.
  In any case these high profile arrests are consistent with the longstanding strategy of “killing the chicken to scare the monkeys”—or making an example of certain individuals to scare others into compliance.  In addition to these moves, new rules promulgated in 2005 have made it illegal for investigative reporting to take place outside of ones own province, thereby removing a primary method of investigative journalism in China that allowed journalists to write more critical stories about other provinces and avoid conflict with local authorities.

This analysis has argued that economic reform has created pressures for media liberalization, yet state authorities have also shown that they can adapt to new media structures as well.  They have effectively sought to re-align the balance between economic and political incentives, by creating greater regulatory pressures on news organizations.  In addition, the state has sought to eliminate some of the economic incentives for media liberalization.  Market re-structuring has the effect of encouraging conglomeration.  Based in large part on the model of commercial media conglomerates found in the United States, one might question whether this type of commercialization will simply result in more sensationalistic—not more professional—journalism.  These considerations have led scholars like Yuezhi Zhao to remain skeptical of the liberalizing influence of commercialization.  
Therefore, one finds what Maria Ellis calls a “two steps forward, one step backward” pattern of media reform in China, which is driven by the tension in economic and political orders.  These constant shifts in state policy reflect the interaction between state policy and media agents.  This section of the analysis has demonstrated that these events are not reducible to simple assumptions about regime type.  Indeed in a recent paper Andrew Murtha argues that we are witnessing increasing political pluarlization in China, even in areas where the government does not want it to exist.
  To this argument, I would add that pluralization is driven by an increasingly diverse and assertive media that has taken advantage of the new opportunities open to it under economic reform.  In this way, we see that media actions create a feedback loop on state policy, where efforts to reign in the media are indicative of greater media liberalization.
Institutional change in the media sector is unquestionably an interactive process.  Media reforms have led to behaviors on the part of news organizations, which in turn precipitate new political responses.  Media organizations have demonstrated an ability to adapt to new structures.  Indeed, the days when media regulators exercised full content control have long passed.  Instead we find a news media that remains passive on certain “core” political issues, while becoming more assertive on “peripheral” issues the state does not deem as sensitive.  

This analysis also indicates that media structures are not as deterministic as many assume.  T case of China highlights how journalists themselves are engaged in a process of testing the political boundaries.  In this manner the media can act as an independent actor in the process of liberalization.  As one journalist, Chen Meng, has noted:

Carrying out reform in China is a process of groping your way and testing what is possible by trying what you had not dared to do before.  No one ever tells you that there is a field you can now report which was not allowed previously.  The unique possibility is to fumble your way into new fields and let everybody recognize that your experiment is good.  Consequently your practice is successful and accepted by the government and the public.

This quote highlights how certain practices, once they are established, become new norms that effectively shift the entire behavior of the news media.  In this way journalists and editors exert influence over the process of media reform.
How then do we answer the question “under what conditions do media organizations exert agency over the process of media reform?”  This analysis illuminates two important scope conditions.  First, the relative balance between economic and political incentive structures is key.  All else being equal, media organizations are more likely to promote media liberalization when the economic benefits outweigh the political costs.  Secondly, the focus of news stories matter.  The Chinese press is most likely to toe the political line on “core” issues that are the focus of censorship efforts, whereas they are most likely to exert influence in framing peripheral political issues. 

Conclusion: Towards a General Theory of Media Independence
The previous qualitative analysis highlights a number of variables that were “omitted” from the general quantitative model of press independence.  First, we must recognize that news media are agents in a process of endogenous institutional change.  As such one should seek to operationalize the friction between the economic and political roles of the media, in order to test whether the hypotheses presented in part II hold.
  Secondly, the case of China also highlights the importance of “market competition.”  Greater competition can in effect accentuate the economic pressure that media organizations face.
Finally, this study has demonstrated the media liberalization is a dynamic process.  In general actors have sought to adapt to new environmental realities.  For the state, this means adapting to the pressures of the international economy.  Similarly, media organizations have adapted to new economic and political structures.  Throughout this process, it is clear that neither the state nor the news media are motivated by a single goal.  To assume so would be overly reductionist.  Instead, I have sought to outline how these actors face sometimes competing pressures and logics.  To be sure understanding how the friction of these pressures drives institutional change is a challenging task.  It requires that one remain circumspect about our ability to predict how media institutions will evolve.  Yet, as I have tried to show, it also does not preclude us from thinking about the general conditions under which we would expect media liberalization.
Methodological Appendix


The methodological approach of this paper assumes the infallibility of any particular method.  I have sought to operationalize factors when possible, but given the relative dearth of quantitative studies on this topic, it is clearly necessary to supplement such analysis with an analytic narrative.  This analytic narrative not only tests the findings of the LNA, it also illuminates “omitted” variables, in particular the friction between economic and political institutions.  Thus there is no single method that sheds complete light on this issue. As Lieberman points out, the goals is to develop an analysis where the whole is greater than the sum of its parts
.

This paper seeks to address these global changes, by developing a generalizable theoretical model, which is based on a large-N analysis (LNA) of available pooled panel data and a case study of the Chinese news media (model testing small-N analysis Mt-SNA).  The LNA uses pooled panel data collected over the last ten years to explain the variation in Freedom House’s measure of “freedom of the press.”.
  The LNA demonstrates the importance of international economic variables, as well as indicators of social stability and political institutions.  Regarding the variables measuring “international economic integration,”


The data on freedom of the press comes from Freedom House’s survey of press freedom.  The dichotomous measure for regime type comes from Przworski et al.’s data used in Democracy and Development.  The measures for constraints on the executive, democracy and autocracy are from the polity IV dataset.  All other economic and development indicators are taken from the World Bank’s “World Development Indicators.”
While the paper discusses the key explanatory variables, I should note that I have included a number of other control variables, particularly those that capture level of development (per capita GDP) and regime characteristics (Regime type, constraints on executive power, autocracy and democracy).  Not surprisingly those regimes with more authoritarian tendencies tend to repress the media.  All of these control variables as well as different model specifications are intended to show the robustness of the central findings.
In using panel data, I used a fixed effects time series regression, which provides a more conservative estimate than the random effects model.  I have included a lagged dependent variable to account for autocorrelation.  These findings remain is one uses other types of models such as dynamic panel estimator. 
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