THE PARADOXES OF | NFORMATI ON MARKETS
Ri chard W se

“.the nost interesting characteric of synbolic exchange is that the synbolic object cannot actually be
expropriated or possessed. ...the function of such exchange is not accunul ati on but the maintenance —

at all costs —of the relation between the exchangers” *

| NTRO

The new ri ght

The energence of the nultinmedia narket in the 1980s coincided with a sea change in state policy toward
comuni cations & media signalled by the com ng to power of ‘newright’ governments in the US and UK

At the heart of newright policy was the belief that it was the dynamic of the free market that would
nost effectively transformthe existing tel ecomand broadcasting nonopolies into a market for nmany

di verse digital telecomunication services including, eventually multimedia. For the Thatcher and
Reagan governnents technol ogy and private enterprise were seen as the foundations of the new

i nformati on econony. In terns of policy this neant the deregul ation and privatisation of the existing
broadcasti ng and tel ecommuni cati ons nonopolies in order to provide both financial incentives for

i nnovation and to benefit consumers by encouragi ng conpetition between nedia and tel econmuni cations
provi ders.

At the same tinme the notion took hold, boosted by witers such as Alvin Toffler, N cholas Negroponte
and many ot hers, that the new nedia technol ogi es heral ded the advent of a qualitatively new phase in
human history in which ever-faster conputers and expandi ng bandwidth allied to free markets woul d | ead
to maj or increases in wealth. There was nuch tal k of a new econonic paradigmand a ‘weightless

econony’ in which ‘“information’ would becone the new source of wealth.

Ai v
In this paper | wish to draw attention to the contrast between the brilliant advances in nultinedia at
the technical level and a whole series of failures at the commercial |level. These failures are

exenplified by the dot.comcrash and the financial travails of tel econmunications conpanies &

broadcasters on both sides of the Atlantic.
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How t o expl ai n?
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about the statenment ‘Cretans always lie’ — it is a nmetanessage and as such it is of a higher |ogica
type. The function of the nmetamessage is to classify the nmessages that occur within its context. [ MN
p.116] In the case of the Cretan paradox one statenent reclassifies the other. The answer to the

question is the Cretan telling the truth is: ‘if yes, then no', and if no, then yes.’” [MN p. 117]

Bat eson

Al t hough ‘ Principia Mathematica deals with very abstract matters it provided the British

ant hr opol ogi st & polymath Gregory Bateson with the insight that it could be applied to all forns of
communi cation. According to Bateson every conmmuni cation contai ns neta-nessages that give information
about the nmessage. These meta-conmuni cati ons nay be verbal or non-verbal, as in tone of voice,
deneanour (in the case of aninals the body | anguge or posture which indicates ‘this is play’') or they
m ght be contextual — the environnent in which the conmunication takes place.

For Gregory Bateson when a society fails to make valid predictions about the real world it indicates
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epi stenol ogical error. In his essay “Pathol ogi es of Epistenol ogy”® Bateson discussed whether it was
possible to talk about a “true” ideol ogy. By this he neant whether the nental maps we had of our
place in the order of things could ever represent an accurate reflection of the “real” world in which
we |ived. Bateson pointed out that a paradigmor world-view could work for a society even though it
was not “true” in a scientific sense because “epistenological error is often reinforced and therefore
sel f-validating. You can get along all right in spite of the fact that you entertain at rather deep
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| evel s of the nmind prem ses which are sinply fal se. The problemis that if the nismatch between

epi stenology and reality is significant it can lead to, at best, paradox and, at worst, extinction
Epi stenol ogical error is all right up to the point at which you create around yourself a universe in
whi ch that error becones i mmanent in nonstrous changes of the universe that you have created and now
try to live in. Bateson calls such inappropriate idea systens pathol ogi cal epistenol ogies. Thus for
Bat eson a pat hol ogi cal paradigmis one that fails to take account of the different levels (or

contexts) of the reality that the statenents it generates purports to nodel.

Economics as injunction

Economi ¢ paradi gns represent statenents in a comunication -- they are essentially injunctions to
organi se society in a particular way. Inplicit in these injunctions are assunptions about the nature
of the categories and rel ati ons between categories which punctuate the ‘econom c universe’
Essentially the free market paradi gm upon which nmedia and tel ecommuni cati ons policy has been based
fromthe 1980s to the present is that of founders of economics |ike Adam Snith and David Ricardo in

the 18" Century and further devel oped in the 20" century by econom sts such as Marshall and Friedman.



Capitalismis controlled not by physical forces, but by the feedback of information about its past
present & probable future states. °

As Keynes pointed out in the 1930s the key infornmation in determ ning whether an econony grows or
contracts is the expectation of profit. Wen the expectation of profit is high businesses will invest
whi ch will expand production. When the expectation of profit is lowthey will retrench, production
will fall, unenploynent rise.

The senmiotic nature of capitalismis nost clearly denonstrated by the cybernetic phenonenon of the
busi ness cycl e of boom & bust. Just as the Cretan paradox sets up a paradoxical |oop by treating
statements of different |ogical types as being of the same |logical type — (statenents about the class

of all Cretans as against statements by one Cretan) so capitalismsets up the paradoxical |oop of the

boom & bust cycle. Wen econonmic activity is |low costs are low also & this encourages corporations to

begin to expand production which then ripples through the econony. Production will increase as |ong as
there is confidence that the expansion will continue. But as the expansion spreads, costs will begin
to rise, conpetition will increase, and expectation of profits will fall. Thus the paradox: at a
certain point in a recession expectations of profit will increase |eading to an expansi on which

creates the conditions for the next recession. The business cycle denonstrates that what is rationa
at the individual |evel can becone irrational at the social, collective |evel — the |evel of

rel ationships with other people & the natural environnent.

MEDI A PARADI GV

| want now to | ook at the paradi gns whi ch have underpi nned state policy toward el ectronic nedia. A
paradigmis a conmunication -- an injunction to act in a certain way.
A paradigmis also a systemof values in the sense that it nmay be nobilised, appealed to in support of

one course of action over another. In this sense every paradigmis inevitably ideol ogical

Pre-1980s State Tel econmuni cations policy

The medi a and conmmuni cati ons | andscape that had enmerged in the inter-war and post war years had been
based on a general faith in the powers of rational public organisation. It was the product was a faith
in technol ogy, and rational planning. There was also a belief in the virtues of scale, at |east when
it brought order to the untramrell ed nmarket. Underlying it all was an abhorrence of commercial nass

culture on the part of the political establishment both right and left.

Post-1980s State Tel ecommuni cations policy

In contrast, as has been nentioned, the reginme of state regulation that energed in the 1980s saw the



Mat hermat i cal concept of Information

Coincidentally this concept of the information market has its origins in attenpts to conmodify
t el ephony communication in the 1940s. In order to inprove the el ectromagnetic efficiency of tel ephone

® created a nodel in

wi res and equi prent O aude Shannon, an enpl oyee of the Bell Tel ephone Conpany,
whi ch i nformation was conceptualised as a quantifiable entity. Shannon’s ideas, though seeningly
technically narrow, had a wide influence. 1In constructing an abstract nodel of a tel ephone system
Shannon devel oped a “concept of information so |logical and precise that it could be placed in a fornal
framewor k of ideas”’.

Wthin nmedia studies many theorists of a behaviourist disposition took up Shannon’s information theory
as a nodel for the study of the nedia for exanple in analysing the ‘information value’ of news.°®

But, crucially, by describing information as a quantity Shannon provided a paradigmlogically simlar
to that of the classic free market paradigm and so provided a rational basis for the concept of an
"informati on market'. Actually what Shannon and his co-worker Warren Weaver were concerned with was

t he physics of comunication and not with the neaning or effect of the signals’.

Si nce the Shannon-Waver nodel conceptualises information as a neasurable entity it conpounds the
basi ¢ epi stenol ogi cal error which is the exclusion of the social context — the reality that for

comuni cations to take place there nust be shared | anguage and shared assunpti ons about what is

relevant. The failure to recognise this allows information to be seen wongly, as nerely an econonic

category subject to the classic |aws of the market

Tel econms: A Natural Mnopoly

The belief upon which state nedia and conmuni cations policy has been based since the 1980s and 1990s
is that a combination of digital technology and free markets will bring rich and diverse nedia
of ferings to consumers and a boost to the general econony. But, in trying to apply this nodel,
governnents have been attenpting to inpose a free nmarket on a donai n dom nated by nonopolistic
t el ephone comnpani es and broadcasters -- nothing Iike Adam Smith's classic market of small tradesnen.

In fact tel econmunications are, as the early regulators were well aware, a natural nonopoli es.

Economi es of Scal e versus Conpetition

Under the new right regulatory regine different conpanies, with different cultures, who had previously
operated in the separate worlds of tel ecomms and broadcasting, found thenselves to be potential or
actual rivals. Even if the legislators had ignored the reality of econonies of scale the corporations
had not and consolidated through a whol e series of nmega-nergers. Faced with the uncertainty caused by

deregul ati on, the fornmer nonopolists in broadcasting, tel ecomms and cable did not set out to conpete



system operating at very high frequencies of infrared light, can carry many nore signals than can be
transm tted through the air over the entire radi o spectrum
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Glder calls this potential the "fibresphere and it was a version of the fibresphere which was

prom sed by the tel ephone and cabl e conpani es. For exanmple in 1993 Pacific Bell promised that it would
spend $16 billion upgrading its systemto all optical fibre by 2000. However the fibersphere has so
far proved too expensive for even the biggest players, because, in a fragnented, oligopolistic narket,
no one can afford to risk the considerable investrment involved in setting up broadband nul tinedi a
networks. (The Pacific Bell scheme was scrapped in 1997)*. In both the US and UK the costs -- of
cabling, acquiring content, and gai ning access to nmarkets through expensive nergers -- has been high
and has |l eft conpanies with high levels of debt. The ability to get a return on investnent has al so
been i nhibited by conpetition fromsatellite, telecoms and video-cassette as well as existing
terrestrial broadcast networks. Were investnent has taken place it has been generally tentative and
unprofitable. Rather than bravely innovate there has been a desire, particularly on the part of the

t el ecom conpani es, to protect and exploit their existing copper infrastructure.

By the 1990s governnents had conme to recogni se the necessity for econom es of scale and the
contradi cti on between conpetition and investnment and began to place the enphasis on policies to

encour age busi ness nergers and alliances.

For exanple, in 1996 the US Tel ecomruni cati ons Reform Act renoved barriers to entry, allow ng

ext ensi ve cross-ownership and also in 1996 the UK Broadcasting Act relaxed rules on cross-ownership to
encourage i nvestnent in new technol ogi es. However these measures have still failed to encourage nedi a

corporations to undertake the necessary investnent.

Demand Over esti mat ed

At well as underestimating the cost of bringing new technol ogies to market the industry has al so
grossly overestimated the size of the digital multimedia market.

It has becone clear that there is not the consuner denand for the cornucopia of nultinmedi a goodies
that the new technol ogi es prom se — not | east because these products are uniquely tine based and there
are only so many waki ng hours in the day.

It has al so been suggested that the anobunt of di sposable incone spent by consuners on nedia is related
to the level of national income and remins constant over time.” In the United States it is estimated
t hat consuners spend | ess than US$150 per year on video rental which translates into a market of US$14
billion. Even if all of these hones switched entirely to video-on-denmand, for exanple, profits would
not seem adequate to make the huge investnent worthwhile.®

Thus by the turn of the new century the plans of the cable and tel ephone conmpani es to provi de



This failure is due to basic flaws in the epistenol ogi cal assunptions upon

whi ch current policies are based.

A Public Information Utility

In the early heady days of the ‘Information Revolution Vice-President Al Gore used the term

‘I nformation Superhighway' to describe the new technology. There is a way in which | think this
concept has sone rel evance since, |ike roads, public communications systens are natural nonopoli es.
Just as it nakes no sense to have rival parallel roads between cities so a plethora of riva

transm ssion systens is inefficient and reduces utility for consuners.

| would like to outline sonme principals upon which a nore functional system of public conmmunications

m ght be built.

In the first place ownership of the neans of transm ssion should be conceived as a public utility free

fromstate or comrercial influence (the BBC, though far fromperfect, is a nodel).

Fi nance for maintenance could be raised by tolls on usage by comrercial enterprises. Just as the state
buil ds the real highways so there is a strong case for using general taxation to build the fibre based

network which private corporations have been reluctant to construct.

Just as any traffic can use the hi ghway so any publisher should be free to make their offerings to the

public with no proprietary gateway function to restrict access.

Finally, | would argue the strengths of this epistenological approach to public nedia and

comuni cations policy are: that, firstly it focuses on what is to have a theory that is adequate to
human purposes and, secondly that it reminds us that a dysfunctional public sphere conpromnises our
ability to bequeath a safe social and ecol ogical environnment to future generations. Thirdly such an
approach rem nds us that the desired ’'output’ of a human systemis not some quantity measured in cash

but a state of mind and body.

These views nmay be considered naive in the current clinmate of global capitalist hegenbny but as

Jameson has argued “(the proposition that)‘ The market is in human nature’ cannot be left to stand
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unchal l enged ...it is the nost crucial terrain of ideological struggle in our tine.

" WLDEN, A , Systemand Structure. Essays in Communi cation and Exchange , London Tavi st ock

Publ i cations Ltd, 1977, p.20
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