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Consumers use social media to consume a wide variety of content. On websites such as Facebook,

consumers read both user-generated content and news articles produced by media firms. This

provides news media firms with a new source of customers. It is important to note, however, that

social media platforms do not simply passively display content produced by others. Consumers use

social media for a wide variety of purposes, and therefore these platforms have access to a substantial

amount of data about their consumers, which they can use to display content which they believe will

keep their consumers’ attention. Platforms care about their consumers’ interests, because interested

consumers use the platform for longer and are therefore exposed to more advertisements, through

which the platform earns revenue. While online news websites themselves also earn revenue through

advertising, they do not have access to the same rich dataset that platforms do, and therefore cannot

target consumers in the same way.

Given this, it is important to consider the effect of social media platforms on the news con-

tent that consumers are exposed to. In particular, how does the ability of social media to target

consumers affect the content produced by media firms? Does it result in higher or lower content

quality? Will it result on firms prioritizing “opinion” articles over “fact” articles? Do these algo-

rithms also change how media firms present information on their own websites? The direction of

these effects is not obvious. The existence of social media expands the market that news firms could

access, potentially making quality investments more worthwhile. Additionally, the competition that

the firm faces from the platform’s own user-generated content could motivate it to produce higher

quality articles. However, if the competition is too high, it may not be worth it for the firm to

invest so much in quality reporting, and it may make more sense for the firm to prioritize opinion

articles, for which it faces less competition, over fact articles.

To analyze these questions, a model of news production is considered. There is a media firm,

M , which is located at an exogenously fixed position j, which produces two articles: a fact article,

F , and an opinion article, O. A baseline scenario, in which the articles are only released on the

firm’s own website, is compared to one in which they are released both on the firm’s own website
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and on a platform P , which also offers its own user-generated content (UGC). The firm makes two

decisions: it chooses the quality of the articles, where the production of quality incurs a cost, and

the order in which to display them on their own website. The display order is important, because

some consumers only read the first article. The platform chooses whether to show the consumer

its own UGC or an article, and if it shows an article, which one to show.

The consumers of the firm and the platform have a political position drawn from a distribution

on a compact interval, but the distributions and supports of these distributions may differ. All

consumers value fact articles the same way, but their value for an opinion article decreases in their

distance from the political view of the firm. The consumers’ payoffs are such that, when the quality

level of each article is equal, a consumer with the same political position as the firm prefers to read

an opinion article to the fact article, but some consumers who are further away prefer to read

the fact article. Unlike the firm, social media platform has access to data which informs it of the

consumer’s type, which it can use to customize the content showed to the consumer. The revenue

that both the firm and the platform receive is proportionate to the utility that a consumer receives

from the article or, in the case of the platform, the UGC as well. However, the proportionate

revenue that the firm gets from direct consumers is higher than that from platform consumers, and

the proportionate revenue that the platform gets from its own UGC is higher than that from the

news articles.

In the baseline case, the firm’s production and order decisions depend on the distribution of

consumer types relative to the political position of the firm and how much larger the payoff is from

reading a well-aligned opinion article over a fact article. When the aggregate consumer utility for a

given quality level from having an opinion article displayed is higher than that of displaying a fact

article, the firm displays the opinion article first and chooses a higher quality level for it. Otherwise,

it displays the fact article first.

However, in the case in which there is a platform, it is no longer necessarily the case that the

firm will prioritize the article preferred by the majority of its customers. If the value of the UGC

is sufficiently high, the platform would never choose to display a fact article. This results in the

media firm producing a lower-quality fact article than it would have if the platform didn’t exist.

As the fact article is now lower quality, this may lead the firm to have an opinion article of higher

relative (or even higher absolute) quality, which may lead it to display the opinion article first when

it would not have done so otherwise. At an intermediate level of quality, however, the existence of

the UGC may motivate the firm to produce a higher-quality fact article in order to out-compete

the UGC. If the UGC quality is very low, its existence plays no role in the firm’s decisions, but the

production decisions could still potentially change due to the distribution of consumers changing

and the platform’s ability to target.

This analysis has shown that social media targeting algorithms can influence the news produced
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by a media firm. While a news outlet typically lacks the information needed to directly target

consumers, it is aware that the social media platform can do so, and therefore adjusts its content

accordingly. This implies that these targeting algorithms not only influence the information received

by their readers, but also the information received by those who don’t use the platform!
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