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[T]here is only one way to get a democracy on its feet in the matter of its individual, its social, its
municipal, its State, its National conduct, and that is by keeping the public informed about what is
going on. There is not a crime, there is not a dodge, there is not a trick, there is not a swindle, there
is not a vice which does not live by secrecy. Get these things out in the open, describe them, attack
them, ridicule them in the press, and sooner or later public opinion will sweep them away.

Joseph Pulitzer*

According to the economic theory of regulation (ETR), government intervention is
shaped by the competition among interest groups, where the winners are the groups with the
lowest cost of organizing relative to the per capita benefit of organizing (Olson, 1965,
Stigler, 1971, Peltzman, 1976). In the context of industry regulation, ETR predicts that the
winners tend to be small groups with a strong interest. Yet in practice we observe many
regulations, ranging from antitrust law to zoning restrictions that aim to protect small and
dispersed interests against big and concentrated ones.

One possible explanation for the existence of regulation that seems to favor
dispersed groups is that such regulation may only appear to be in the interest of these
groups, when in fact it secretly serves the interests of large incumbents. This explanation is
consistent with the major role that large incumbents often play in shaping regulatory
implementation. Yet it has difficulties explaining why lawmakers enacted these types of
regulation in the first place, often over the strong objections of large incumbents. Even if
some incumbents might have benefitted from antitrust law, for example, in most instances
large incumbents’ interest likely would have been better served with no antitrust legislation
at all, or at least so many incumbents believed when federal antitrust law was first enacted in
the late nineteenth century. So why do so many public policies that appear to constrain large
incumbents exist?

An alternative to the ETR is the so-called public interest view, where regulation
arises whenever the social benefits outweigh the social costs. Proponents of this more
benign view, however, have traditionally had trouble explaining how dispersed interests are
able to come together and solve the collective action problem, overpowering more
concentrated interests where the costs of organizing are much less.

A third explanation, which we explore in this paper, is that in a representative

democracy, profit-maximizing media may play an important role in minimizing collective-

! Quoted in Ireland (1914), p. 115.



action costs for dispersed actors and therefore help to tip the political balance against
concentrated interests (including large incumbents) in certain cases. By helping to inform
the broad public about certain public policy issues, media can create a more informed
electorate, to which politicians are likely to try to cater. Recognizing this role that the media
can play provides a richer theory of regulation, where outcomes depend on the relative
strength of the media in informing and, in turn, empowering dispersed versus concentrated
interests.

To understand how profit-seeking media can undermine the simple predictions of
the ETR, we need to return to the conceptual foundation of the ETR. The reason why
narrow, concentrated interests dominate is that it is rational for broad, dispersed interests not
to invest in informing themselves given the infinitesimal payoff they receive from doing so.
This is Downs’s (1957) theory of rational voter ignorance. If voters remain ignorant about
public policies that would serve their interest, it does not pay politicians to try to protect
them by enacting these policies. Media, however, reduce the cost to voters (and others) of
getting informed, and they do this in two ways. First, by collecting, verifying, and
summarizing relevant facts, they minimize the collective action problem associated with
gathering information for a dispersed group. Second, by repackaging information in a way
that makes it entertaining, media create a compelling rationale for individuals to bear the
small cost of obtaining the gathered information. Even if it is not in each individual’s
economic interest to become informed about a policy issue, the utility benefit provided by
the entertainment component of a news story (e.g., the scandalous, shocking, or titillating
dimension) can more than compensate for the costs to the individual of obtaining the
information, including the price of the newspaper and the time spent in reading it. Thus,
media can potentially overcome the rational ignorance problem. But do they have an interest
in doing so?

The increasing-returns-to-scale technology used in most media induces them to cater
their news provision to the interests of large groups (Stromberg (2004)). This can be viewed
as a negative outcome, as in Strdmberg’s (2004) view that this tendency generates a welfare-
reducing bias toward policies that favor large groups (Prat and Stromberg (2010)). In the
context of regulation, however, this bias in profit-seeking media generates a natural

counterbalance to the power of small, concentrated groups, which lie at the center of



traditional ETR. Why? By informing large and dispersed groups on policy-relevant issues,
media create an interest in politicians to cater to them.

How important is the counterbalancing role played by profit-seeking media in
shaping actual regulation? In the age of national television (not to mention the internet), it is
very difficult to tell.” Since nearly everyone is exposed to news at the same time, it is hard to
know whether media content affects voters or voters’ demand for information drives media
content.

To address this challenge, we look back in time to the so-called muckraking era
(1902-1917). This period saw the rise of investigative journalists, who wrote about
contemporary events with the express purpose of changing public attitudes and legislative
behavior. Because this era predates national radio and television, exposure to the ideas in
these articles would be greatest for those citizens who read the magazines. Since sales of
these magazines differed by congressional district, we can expect the influence of their
articles to vary with sales in the district. We focus our attention on circulation data by
congressional district and by state that we collected for two of the most prominent
muckraking magazines, McClures and Cosmopolitan.

We analyze roll call votes of U.S. representatives on all domestic regulatory
legislation from 1902-1917. To control for the ideological preferences of elected
representatives and the role of regional factors in voting behavior, in addition to party and
regional dummies we use the x and y co-ordinates of Poole (2004) developed in a series of
articles by Poole and Rosenthal (1997, 2001). We show that representatives vote differently
on regulatory issues that were previously exposed in muckraking magazines, the more so the
more diffused are muckraking magazines in their districts.

The advantage of our specification is that it controls for any specific characteristics
of the representatives and the district, and we focus our attention on the results based on the
interaction between issues that are muckraked and diffusion of the muckraking magazine.
The disadvantage is that it cannot rule out the possibility that voters who are more sensitive
to certain issues are more likely to buy magazines that cover those issues, and thus that the

political preferences of voters within a particular district may be the source of both the

2 Recent successful examples of how this challenge can be addressed in special circumstances are DellaVigna
and Kaplan (2007), who utilize the geographic expansion of Fox News channel, and George and Waldfogel
(2006), who exploit of the gradual expansion of national distribution of the New York Times.



voting behavior of their Congressional representatives and the diffusion of muckraking
magazines in their districts.

To try to address this concern, we test the same specification on the voting behavior
of senators to see if exposure to muckraking and the interaction of exposure with diffusion
influences their voting behavior. Until 1913 the vast majority of senators were appointed,
not elected. This process insured that they reflected the ideology or preferences of the
governor or the state legislature that appointed them, but not necessarily the sensitivities or
preferences that voters developed after becoming informed on particular issues. If the
muckraking magazine circulation is just a proxy for the prevailing ideology in a certain area,
then this circulation should affect the way senators voted as well. It does not, in general. We
do find some impact, however, if we split the sample between senators who were in states
that provided for direct election and senators who were not directly elected. Specifically,
directly elected senators are affected, much like their elected counterparts in the House of
Representatives, whereas appointed senators are not.

This test alleviates the concern that our results are driven solely by the fact that the
muckraking magazine circulation is a proxy for the prevailing ideology in a certain area.
Yet, it is still possible — albeit unlikely — that our results are driven by the fact that the
muckraking magazine circulation is a proxy for some voters’ preferences that are not
captured by a senator’s party affiliation or by his Poole and Rosenthal coordinates.

Taking this Senate and House evidence together illustrates the mechanism through
which profit-seeking media influence regulatory outcomes. Elected officials are sensitive to
informed voters, and media help voters become informed even on issues where their direct
interest in being informed is minimal. This is a different, but complementary point, to that
made in Stromberg (2004a and b). He shows that media are effective in informing interested
voters of the policies that benefit them directly. We show here that the point is more general
and applies also to public interest policies where few if any voters have a large economic
interest.

To illustrate this point further we look at the influence of media reporting on voting
behavior around a reform that, while arguably benefitting the country overall, was not in the
specific interest of any group: the Seventeenth Amendment, which provided for direct

election of senators. Prior to ratification of this amendment, most senators were appointed,



rather than elected. The insulation of the senate-selection process from the will of the voters
allowed business interests to exert considerable control over senate appointments and pick
sympathetic senators who were likely to support their special interests. In 1906 one of the
largest muckraking magazines, Cosmopolitan, published David Graham Phillips’s “Treason
of the Senate” series. The series stirred enormous controversy, accusing the Senate of being
“the eager, resourceful, and indefatigable agent of interests as hostile to the American people
as any invading army could be” (Phillips 1906). Did this exposure of weakness — including
potentially corruption — in the appointment process influence senators’ voting behavior?

To test this idea, we examine patterns in Senate votes on the Seventeenth
Amendment that preceded (a vote in 1902) and followed (1911) the publication of this
series. These votes provide us with a quasi-experiment to study the effect of exposure to the
“Treason of the Senate” series on senator voting behavior. Senators from states where
Cosmopolitan was more highly diffused are more likely to switch their votes (from negative
in 1902 to positive in 1911). This effect cannot be explained in terms of a higher sensitivity
of the state’s electorate to the issue, since we show that the senator from the same state
voted differently before the issue was muckraked. Similarly, this effect is not simply that
areas where muckraking magazines were more diffused became more sympathetic to the
idea of an elected Senate, since the diffusion of another muckraking magazine, McClures
(which did not feature the “Treason of the Senate” series), has no independent effect on
voting behavior.

In showing that media during the muckraking period contributed to regulation that
favored broad and dispersed groups, we are not suggesting that this is always the case, nor
that the outcome (in this case or any other) is necessarily optimal from a social welfare
standpoint. Media involvement may be insufficient to overcome the power of large
incumbents and other concentrated interests, or its overwhelming effect may be so strong as
to trigger impulsive and potentially inefficient initiatives. Rather, the point we want to
emphasize is that these results suggest that the media can play a countervailing role to the
power of concentrated interests in the theory of regulation.

To transform this insight into a positive theory of regulation, we need to address the
question of when media are more or less likely to play this countervailing role. We discuss

this issue in Section 4.



Our analysis of the impact of muckraking is related to a growing literature on the
effect of media coverage on a range of political factors, including voting behavior
(DellaVigna and Kaplan, 2007), government intervention (Besley and Burgess, 2002; Moss
and Oey, 2010), subsidies (Strémberg, 2004), and foreign aid (Eisensee and Strdmberg,
2007).® Like Stromberg (2004a and 2004b), we use historical evidence to identify
differential exposure to news. In showing that muckraking facilitated the approval of
progressive-era legislation, our paper is similar to Law and Libecap (2006), who document
that vested interests have less power in explaining Congressional votes on the Pure Food
and Drug Act after the publication of muckraking stories. We add to this paper in two ways.
First, we provide a mechanism through which media in general (and not just the
muckrakers) help counteract the power of vested interests. Second, through a combination
of time-series and cross sectional evidence on a range of regulatory legislation we are able to
identify the working of this mechanism.

The remainder of the paper proceeds as follows. Section 1 discusses how media can
overcome rational ignorance by entertaining their customers in the context of policy-
relevant issues. Section 2 tests the impact media information has on policy outcomes by
focusing on the voting behavior of representatives and senators on regulatory issues and
how this is influenced by muckraking and the diffusion of muckraking magazines. Section 3
tests the impact of one of the major muckraking series, “The Treason of the Senate,” on the
voting behavior of U.S. senators on the Seventeen Amendment. Section 4 discusses the
conditions under which the media are more likely to act as a countervailing force to private

special interests. Section 5 concludes.

1. The role of the media in overcoming “rational ignorance”

Starting with Stigler (1971), the economic theory of regulation presupposes that
voters remain poorly informed about regulatory issues. The foundation for this assumption
goes back to Downs (1957), who suggested that it was rational for voters not to invest in
acquiring such information on their own since the payoff (in terms of influence over policy
outcomes) was infinitesimally small for individual voters. There are two cost-based

explanations of why this result holds. First, there is a collective action problem in gathering

® For a nice summary of this work see DellaVigna and Kaplan (2008).



the information. While everyone might benefit from such information being gathered, no
one individually wishes to cover the cost of collecting it. Second, even if the collective
action problem were resolved and a third party took charge of collecting, verifying, and
summarizing the information, both the per-capita cost of the information and the individual
cost of processing it (e.g., the time involved in reading or viewing the news) might still
exceed the payoff in terms of the marginally increased likelihood of a more favorable policy
outcome as a result of a more informed vote being cast.*

The media can potentially resolve both of these problems. First, by collecting,
verifying, and summarizing relevant facts, the media can essentially resolve the collective
action problem. In fact, each media outlet may be interpreted as an agent delegated by the
multitude of its customers to collect information on their behalf. This delegation of
responsibility (and pooling of resources) solves the collective action problem but
simultaneously introduces an agency problem: namely, whose interest determines exactly
what information is collected?

Second, by repackaging information in a way that makes it entertaining, the media
may succeed in inducing voters to process it and thus become informed. Even if the cost of
processing the information remains greater for the voter than the expected benefit to be
derived from a more informed vote, the utility provided by the entertainment component
may repay readers for both the cost (if any) of obtaining the information from the media
outlet (i.e., the price of the newspaper) and the time spent absorbing the information, thus
making it worthwhile to become informed.

That people may become informed for “consumption reasons” was present already
in Downs (1957) and it is emphasized by Hamilton (2004), but it has not played a big role in
the economic literature as a factor to overcome rational apathy. In fact, Becker and Murphy
(1993) emphasize the opposite channel: advertisers pay for entertainment to inform their
customers. In our case, information is a simple byproduct of the production of
entertainment, like the program “The Daily Show” by Jon Stewart.

An alternative way to overcome voters’ rational apathy is to assume a private return

from becoming informed — e.g., one may learn how best to exploit subsidies (Stromberg

* Naturally, in practice, there may be other reasons for individuals to become informed about policy-relevant
issues and facts (including civic mindedness), which the economic theory of regulation tends to overlook.



(2004a)). While this aspect is important in many types of welfare legislation, it is unlikely
to be the primary force in the case of regulatory decisions, such as the Clean Air Act, or
Constitutional amendments, such as the Seventeen Amendment. For the public to become
informed on these sorts of issues (where there is little private benefit), the entertainment
factor is a more likely facilitating mechanism.

Once voters become informed, several papers (Baron (1994), Grossman and
Helpman (1996), and Strémberg (2004a)) show theoretically why it is harder for elected
representatives to cater to special interests.

This link between media coverage and regulatory outcomes is difficult to test
persuasively in an age of national television, not to mention the internet. Thanks to these
modern media, nearly everyone can potentially be exposed to the same news at about the
same time, making the identification problem very challenging: how can we identify the

casual link only from the time series, when many other events occurred at the same time?

2. Evidence from Muckraking of Regulatory Issues

Before the introduction of national radio and television broadcasting, there was great
diversity in exposure to news. For this reason, to identify whether press coverage influences
the political support for regulation we focus on the so-called muckraking period of
American journalism, in the early years of the twentieth century. Changes in technology
and demand created fertile ground for an explosion of newspapers and magazines, such as
Cosmopolitan, Everybody’s, McClure’s, and Collier’s.> These magazines sought and
realized a mass audience. Conservative estimates place sales of all such magazines at 3
million, the top 4 magazines at 2 million, and total readership as high as 20 million, all at a
time when the U.S. population was 80-90 million and the national Presidential vote was 15
million.°

Initially focusing mainly on fictional accounts, these magazines reached a far
broader audience by covering real-world scandals of all sorts. A quick perusal of the titles of
notable articles reveals their focus. In 1905 and 1906 attention focused on producers of

medicines and meat-packers in articles such as “The Great American Fraud,” “The Patent

> For further descriptions, see Hamilton (2004) and Glaeser and Goldin (2006).

® Figures from Fitzpatrick (1994), p. 108. Votes for President were in 1904, 13.52 mn, in 1908 14.88 mn, in
1912 15.04 mn, and in 1916 18.53 mn (Historical Statistics of the United States).



Medicine Conspiracy Against Freedom of the Press,” “Is Chicago Meat Unclean,”
“Stockyard Secrets,” and “The Condemned Meat Industry.” Others, such as “Water Power
and the Pork Barrel” and “Water Power and the Price of Bread,” were featured in 1908 and
1909; and throughout the most active muckraking period from 1902-1912 there appeared
numerous investigations of business power and political corruption, such as “The Treason of
the Senate” in 1906 and “An Exposition of the Sovereign Political Power of Organized
Business,” published in 1910.

Because these magazines were not equally read throughout the country, we can use
data on their coverage and circulation to test the models of Baron (1994), Grossman and
Helpman (1996), and Strémberg (2004a) that the fraction of informed voters alters the
balance of power between private interest and public interest.’

Before discussing our tests, however, we need to explain how we collected these
data, how we identified those pieces of legislation that were muckraked, how we identified
those areas of the country that were more exposed to muckraking ideas, and how we coded

legislators’ voting behavior.

2.1 Sample of Regulatory Legislation

To assemble a list of all regulatory legislation with available roll call voting records,
we start from the VoteView dataset and use Kenneth Poole’s classification of the votes.
Following Peltzman (1976), Poole has classified all votes into one of eight categories. We
focus on the two categories of regulation (regulation general interest, regulation special
interest), where all of the literature starting with Stigler (1971) has suggested special
interests will be most active. We assembled all such regulation votes from the 57" - 64"
Congresses, both House and Senate (1902-1917), which includes and slightly extends the
period generally understood to be the era of muckraking.®

To make our task more manageable, we further restrict ourselves only to final votes®

" We are not suggesting that these muckraking articles were not reproduced or conveyed elsewhere, as Law and
Libecap (2006) illustrate for the debate surrounding patent medicine legislation. Rather, we are relying on the
assumption that exposure to these ideas was more intense in areas with higher circulation.

& Weinberg and Weinberg, (1961) and DeNevi and Friend, ( 1973). We used Voteview version 3.03c.

® To do so, we searched the keywords “Pass S” and “Pass H,” which retrieves only the votes whose description
indicates a vote to pass a bill, marked by “H.R.” or “S.”
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and to votes on issues that relate to domestic policy.’® When votes on the same bill occurred
in both legislative chambers, we included both votes, even if only one was classified as
“Regulation.”"

The final sample of legislation is provided in Table 1, which includes 40 final votes
in the House and 34 final votes in the Senate. This list includes almost all of the notable
“muckraked” legislation, such as that which created the antecedent to the modern F.D.A. It
does not include the Seventeenth Amendment, which we evaluate later, since this was not
classified as “regulation.”

2.2 Issues Covered in Muckraking Magazines

To measure coverage of issues that are relevant to legislation, we examine all of the
famous muckraking articles. We start from the book The Muckrakers, which categorizes
and reprints 27 notable muckraking articles and also includes an uncategorized bibliography
listing 98 important but less notable muckraking articles.

Based on a reading of the notable articles, and a review of the less notable ones, we
construct a measure of whether a regulatory issue was muckraked. We assign a value of 1 if
the regulatory issue was covered in muckraking magazines, and zero otherwise. This
number is provided in the last column of Table 1. As Table 1 shows, 23 of 40 House votes
were subject to discussion in the muckraking magazines, while 28 of 34 Senate votes were
muckraked."

10 A number of votes dealt with managing federal territories such as Alaska, the Philippines or the District of
Columbia.

1 Because of inconsistencies in coding, a vote that is classified as “Regulation” in one chamber might not be
coded that way in the other. E-mail, Poole to Jon Lackow, sent 26 June 2004.

2 The Weinberg and Weinberg (1961) categorization appears in the table of contents and is as follows:
“Behind Political Doors,” which we have labeled government corruption, and which includes the subcategories
“The United States Senate,” “The United States House of Representatives,” “The State,” “The City,” “The
Ward,” and “Bureaucracy;” “Poison—Beware!,” which we have labeled food and drug, and which includes the
subcategories “Patent Medicine” and “Pure Food;” “People in Bondage,” which we did not use, and which
covered racial issues; “High Finance,” which included the subcategories “Mother of Trusts,” which we have
labeled monopoly; “Stock Market,” “Insurance,” and “Railroads,” to which we added the further subcategory
“Water Power,” due to the preponderance of articles on water power; “The Church,” which we did not use;
“Prisons,” for which we focused on prison labor and labeled as such; “Labor,” including the categories
“Workmen’s Compensation” and “Child Labor,” and to which we added a further subcategory, “Working
Hours;” and, finally, “Vice,” for which we focused on liquor, and labeled as such.

3 In an earlier version of the paper, we introduced in addition to a 1/0 coding of whether an article was
muckraked a subjectively coded measure of the intensity of muckraking. Since our results were qualitatively
and quantitatively similar with both measures, in this version we have used the more objective muckraking
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2.3 Cross-Sectional Differences in Exposure to Muckraking Magazines: Circulation by
District

We also construct a measure of cross-district differences in exposure to articles in
muckraking magazines. Here we exploit the fact that we have been able to assemble
detailed data on circulation by city/town for McClure’s, one of the most prominent
muckraking magazines of that era, which had circulation figures over this period ranging
from 360,000 to over 500,000 per issue. In 1917 McClure’s published a detailed
breakdown of its circulation, providing circulation not only by state but also for every town
with a population greater than 5,000 people. Figure 1 provides a first glimpse at the
heterogeneity in circulation, here aggregated to the state level to illustrate cross state
differences. McClure’s circulation was not highly correlated with urbanization rates
(corr=0.34), and it was even less correlated with newspaper circulation per capita (0.11).

Table 2 provides summary statistics on the circulation that we focus on for our tests,
which is the more finely disaggregated circulation per district, which averaged 1,330 per
district. At that time the average size of an electoral district had 193,200 people, so on
average slightly less than 1% of the inhabitants bought McClure’s. This figure, though,
vastly understates the potential importance of muckraking magazines such as McClure’s.

On the one hand, Fitzpatrick (1994) estimates that muckraking magazine readership was up
to six times their circulation. On the other hand, only 15% of the population voted and
people who read McClure’s were probably more likely voters.

Importantly, there is significant cross-district variation in circulation, with a
minimum level sales per district of 90 (North Dakota (2"%)), sales of 584 at the 25"
percentile (Pennsylvania (12™)), 991 at the median (Maine (3')), 1,641 at the 75™ percentile
(Ohio (8™M)), and a max of 11,284 (California (7). While the highest sales are in the West ,
they are also present in the South (593 in the South Atlantic, 458 in East South Central and
825 in West South Central).

To construct the district-level circulation we aggregate the circulation by town and
county by utilizing additional information on the geographic boundaries of districts using

the Historical Atlas (Maris 1982), by county and sometimes town, or even specific city

dummy.
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blocks, where necessary. Because the number of districts, and the boundaries of the districts,
changed for each Congress, we recalculate the McClure’s circulation per congressional
district for each Congress in our sample period.** For a number of our tests we divide this
number by the average population per district to express circulation as a percentage of

average district population.®

2.4 Voting Behavior

We seek to test whether the public attention generated by muckraking forced
representatives to vote more frequently in favor of regulation that served the interest of
broad dispersed groups. This is not straightforward, since there is no obvious, non-arbitrary
way to determine where the general interest lies with respect to each piece of legislation.

To address this problem, we begin by assuming that pieces of legislation supported
by a higher proportion of Democrats than Republicans are more likely to be in the interest of
consumers. Thus, we label as “consumer-oriented” any legislation where the percentage of
Democrats voting in favor exceeds the percentage of Republicans voting in favor by at least
10 percentage points. If the difference between the two percentages is less than 10
percentage points we drop this vote from the sample (11 House votes and 4 Senate vote are
dropped as a result). If the percentage of Republicans voting in favor exceeds the percentage
of Democrats voting in favor by at least 10 percentage points, we label this as “not
consumer-oriented” legislation. Of the 30 remaining pieces of legislation, 12 are labeled
consumer-oriented. We then classify each representative’s vote on each piece of legislation
as consumer-oriented if he voted in favor of a pro-consumer legislation or against an anti-

consumer proposal. As Table 2 panel A shows, in the House 47% of the votes are pro-

Y The source for geographic boundaries of districts is Maris (1982).

1> When a town was included in our McClure’s list, but was not mentioned specifically in the Historical Atlas,
we allocated the town to the district that in our judgment (based upon maps of the area) seemed most likely.
When there were multiple districts in the same city identified by McClure’s (e.g. Manhattan) we divided the
city’s circulation equally across all districts in that city. In addition, McClure’s always had some ‘excess
circulation’ by state that was not attributed to specific towns or cities (likely arising from circulation in towns of
less than 5,000 or perhaps mismeasurement in the geographic breakdown). Here, we distributed this excess
circulation equally across all districts in the state. When there was a district, but no other indications of
circulation, the district was just assumed to have the average excess circulation. At this time, in some states,
there were representatives without congressional districts — i.e., “general ticket” or “at large” representatives.
For these districts, we attributed the average circulation per district in the state. Finally, we 