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This web-based appendix includes details about data collection, a more detailed descrip-
tion of the institutional setting, and additional empirical results that are either mentioned

but not published in the published version of the paper or discussed in this appendix.

1 Data Collection

I undertook the main field work in the summer of 2007. The external data were coded
mainly in the summer of 2009. From 2007 to 2010, I conducted numerous formal and informal
interviews with reporters, division editors, chief editors, and CEO of the Newspaper, a number
of journalists from other Chinese newspapers, and several industrial regulators.

The Newspaper provided the internal performance measures and personnel information
of all its employed reporters from 2003 to 2010. I directly obtained from the IT department
of the Newspaper the following information: the number of articles, the number of words,
the quantity score, and the quality score. Then, I confirmed the data with the reporters’
wage bills, which contained information about the quantity and quality scores. Personnel
information on reporters and editors was provided by the Human Resource department of
the Newspaper. Missing and inconsistent information was completed or corrected through
other sources.

The news content was downloaded from two sources: 1) the publicly accessible website of
the Newspaper; 2) its internal digital archives. Directed by an experienced journalist, a team
of three research assistants (RAs hereafter), who were college students in China, coded every
article by reading its title, authorship, byline, lead paragraph, and other information such
as formats (column, labeling) and pictures according to a set of specified rules (described
in Table A1). To set the coding rules, I constructed preliminary instructions based on
the assignment rules of quality scores at the Newspaper, with reference to the evaluation
criteria of the Association of Chinese Journalists. The RAs then tried these instructions in
various random samples. The coding processes were adjusted until the RAs could achieve

more than 80% agreements in their independent coding, which is a standard practice in the



Table A1: External Measures and Coding Rules
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study of journalism involving content analysis. After the rules were clearly specified and
the research assistants were well trained, I provided them with the archives, the number of
articles, and personnel information except for the quantity and quality scores. To reduce
systematic measure errors due to subjective judgement, each RA was assigned articles of
reporters in the same division. In case that a reporter switched between divisions, his or her
articles were still coded by the same RA. The experienced journalist verified the consistency
of coding from time to time, and randomly checked the coding results.

To verify the RAs’ work, I coded a random sample that mixed articles from reporters
in different divisions. My coding results of those articles classified as investigative reports,
feature stories, advertising articles, reports on government officials, and on-the-scene reports
were essentially the same as the ones coded by the RAs. As detailed personnel information
of reporters, division editors, and external authors was available, the articles “assigned by
editor” and those with coauthorship were the same in the RAs’ coding and in my coding.
There were minor differences in the coding results of special reports, propaganda, and “column
by content” articles. But the differences were systematic and would be cancelled out in the

regressions.

2 Institutional Background

Drawing from numerous interviews and the Newspaper’s internal documents, this section
describes the institutional framework. The Newspaper is an industry leader in a competitive
regional market in China. It employs more than 300 journalists and has a daily circulation of
about one million. Although owned by the state, the Newspaper is fully funded by advertising
and sales revenues. After paying an annual fixed fee to the state, the board of the Newspaper
has the freedom to distribute its residual profits. The board also enjoys high autonomy in
managerial practices and editorial decisions, except for in reporting on major political issues.
In practice, many commercial newspapers in China strategically use a fixed section, typically
the front section, for propaganda and articles injected by the official news agency, while
managing the "real" business in the remaining sections.

The content of the Newspaper includes a front section covering important news, head-
lines, and editorial articles, followed by sections on Economy and Business, Politics and Law,
Education and Health, and General Reports, and then by sections on Local News, Entertain-
ment, Consumption Guides, and Sports. Approximately 80% of the news content is provided
by employed journalists, while the remainder is provided by news agencies, freelance writers,
and other media. In this paper, I focus on the sample period of 2004-2006, during which the
operating environment, the internal structure of the Newspaper were stationary. Figure A4
shows that the volume of news content and the quantity of advertising were stable during

this sample period.!

'The advertising data are provided by an independent agent that collects monthly data on the volume of



Figure A4: Time Series of Volume and Advertisement of the Newspaper
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2.1 The Organization of Production and Information Problems

News production involves collecting, selecting, and processing information, and the process
involves three major players: chief editors, division editors, and reporters. The roles of
these players are depicted in the organizational chart of the Newspaper (see Figure 1 of
the published paper). Chief editors, who constitute the majority of the editorial board,
lie at the top of the organization.? Chief editors set the long-run editorial policies for the
Newspaper, make major financial and personnel decisions, and supervise the news production.
Below chief editors are division editors, who are responsible for the editorial activities of a
particular news section. At the bottom of the organization are reporters, whose main job is
to collect information, initiate news reports, cover news events, and write articles. Reporters
are organized into divisions corresponding to the news sections. A reporter usually specializes
in one or two long-term subject areas, such as banking or higher education.

The major cost of news production is the cost of collecting and processing information on
specific events, fields, and industries. It is more costly to acquire information that is original,

unique, and accurate. For this reason, editors, who lack close relationships with news sources

advertising from newspapers. I do not have access to reliable circulation data, as circulation data are among
the top business secrets in the Chinese newspaper industry. Published circulation data are available only at
the yearly level and are suspected of being inflated.

2The editorial board includes the Chair, the CEO, two general chief editors, and several vice chief editors.
Among them, the Chair is responsible for the overall editorial policy and general management. The CEO
is in charge of major financial decisions. The two general chief editors assist the Chair in general editorial
management. The vice chief editors supervise editorial activities in specific news divisions.



and whose main activities are confined to the office, only engage in collecting information
with a low access cost, such as information on anticipated events and news columns designed
in advance. Reporters with direct contact to news sources are generally relied on to collect
high-quality and original information, such as information for investigative reports and feature
stories.

Information asymmetries occur between editors and reporters because of the division of
labor between them in news production. For instance, if a reporter reports on an event
without collecting details, an editor will not be able to verify the quality of the reporter’s
coverage without gathering information from other sources. Moreover, given the cost of
monitoring reporters’ activities and verifying the quality of submitted information, serious
agency problems may occur when reporters and editors have goals that differ from those of
the Newspaper. For example, an editor wants a reporter to write an in-depth report on recent
development in an industry, but the reporter may simply visit several favored companies and

write a report with positive impressions of these companies.

2.2 The Provision of Incentives and Agency Problems

The Newspaper uses a high-powered payment scheme to motivate reporters whose output is
measurable and separable from others. A reporter’s wage income consists of two parts: 1)
a fixed base-salary, which accounts for approximately one-third of his wage and 2) a piece-
rate payment that is directly tied to his monthly performance, as measured by a score with
a quantity component and a quality component. The quantity score is determined by the
number of published articles and words. The quality score is determined by the quality of
published articles, which is evaluated by an internal evaluation committee on a daily basis
and aggregated on a monthly basis. The scoring system is sophisticatedly designed to ensure
"an accurate and fair measure of a reporter’s individual contribution."

Despite the performance pay, reporters may divert their effort from journalistic activities
to other activities that bring them private benefits. Chinese reporters have substantial private
networking and rent-seeking opportunities (see Zhao, 1998, 2008 for numerous examples).
"Hongbao" (grey income) — the Chinese word for money or gifts in exchange for favors — is
pervasive in the Chinese media industry.®> Moreover, reporters may spend time and effort
establishing "guanxi" (social connections) to expand their career and business opportunities.
A common example is for a reporter to submit information that is favorable to an interviewee.
Some of this information, such as an advertising-type report, is particularly detrimental to
the Newspaper, as it not only diminishes the quality of the news content but may also crowd
out advertising revenues. Other less obvious examples include journalists taking advantage

of a newspaper’s reputation to enhance their personal career, conducting consulting work for

3Under Chinese media regulation, a journalist receiving "hongbao" from interviewees is viewed as cor-
ruption. However, unless the amount of money is large and verified, such behaviors are seldom punished.
Anecdotal evidence suggests that "hongbao" can account for a significant portion of some reporters’ incomes.



interviewees, and colluding with public relations firms. Given these private benefits and the
performance pay, a reporter chooses between actions that are aligned with the organizational
goal and actions that are divergent from it.

In contrast with the high-powered pay scheme for reporters, the payment scheme for
division editors is a low-powered flat wage because their jobs largely involve multi-tasking
and cooperative teamwork. A division editor’s job spans from supervising and coordinat-
ing subordinate reporters to monitoring the implementation of news coverage and ratifying
reporters’ proposals. On occasions of anticipated events or government intervention (e.g.,
propaganda), division editors may engage in collecting information and implementing news
coverage. Because the Newspaper receives and processes information 24 hours a day, division
editors work an eight-hour shift. Thus, teamwork is essential in their performance. Given
their flat-wage pay structure, division editors are primarily motivated by career concerns
and on-the-job benefits, such as their intrinsic valuation of the job and its perks. Unlike re-
porters, who have direct contacts with interviewees and substantial discretion in their action
choices, division editors have far fewer opportunities to seek rents because their activities
are restricted to the office and are easier to monitor.” An agency problem is more likely to
occur when division editors have different preferences for news reports from chief editors, for
instance, when they care more about perks or favoritism in the workplace.

Chief editors of the Newspaper are paid salaries according to their positions in the gov-
ernment hierarchy and bonuses depending on the yearly profits of the Newspaper. Similar
to managers in many state-owned enterprises in China, chief editors aim to maximize the
profits of the Newspaper after satisfying certain political constraints. Their preferences are
largely captured by the performance measures for reporters, especially the quality scores.
Using monthly data from 2003 to 2010, I find that the reporters’ quality scores are highly
correlated with the Newspaper’s advertising revenues three months later.

To summarize all the players’ objectives, chief editors are regarded as profit-maximizer
with certain political constraints because they have the freedom to distribute residuals and
because their pay is correlated with the Newspaper’s profits; division editors are motivated by
a flat wage and on-the-job private benefits, such as job satisfaction and workplace favoritism;
and reporters are motivated by 1) salary and performance pay, 2) the benefits of private
networking and rent seeking, and 3) job satisfaction. Here, I omit the agents’ career concerns,
as I will control for individual fixed effects and time-variant factors that capture workers’

career concerns in the regression analysis.

4 Division editors also supervise copy editors, who provide support for editorial activities but are not involved
in decision making. The organizational change does not affect the job assignments of copy editors.

® Another reason that division editors are less involved in rent-seeking is that division editors have a higher
hierarchical position and their rent-seeking behavior will incur more severe punishment from the government.

%The three-month lag is based on the insider insight that companies often set their advertising plans on a
quarterly basis.



2.3 Authority and Control before the Reform

The distribution of editorial authority determines the hierarchical structure of the Newspaper:
chief editors at the top, division editors in the middle, and reporters at the bottom. Without
formal delegation of decision rights, chief editors have the right to modify and overrule the
decisions made by both division editors and reporters. Division editors can overrule reporters’
submitted decisions, while reporters have no formal decision rights and cannot approve their
own decisions.

In the late 1990s, some Chinese newspapers experimented with a decentralized organiza-
tional arrangement under which editorial authority was delegated to division editors. The
rationale behind such a managerial change was the discrepancy between nominal decision
rights (formal authority) and effective control over decisions (real authority). Although hav-
ing formal decision rights, chief editors may not effectively control actual editorial decisions,
because they are unlikely to have sufficient time and the information to originate and monitor
news coverage. By contrast, division editors closer to information sources and more informed
of reporters’ activities and thus are in a better position to originate news coverage and mon-
itor reporters’ behavior. Therefore, delegating editorial authority to division editors would
promote their initiative and facilitate the use of their local knowledge. Such a rationale was
recognized during the commercialization of the Chinese media, when rapid delivery of diverse
information to readers became crucial for circulation.

In the early 2000s, the Newspaper formally delegated editorial authority to division editors
in all divisions. Division editors possessed the rights to ratify news reports that were sub-
mitted from their subordinate reporters and to approve the publication of the reports. Chief
editors were committed not to intervening in editorial decisions except in unusual situations.
Under this arrangement, the effective control of editorial decisions depends on the degree of
information asymmetry between division editors and reports and also on the division editors’
incentive to monitoring reporters. For instance, an editor sitting in an office would not have
the information to intervene in an investigative report that a reporter initiates and imple-
ments. A division editor may not have sufficient incentive to clean up low-quality reports
that cater to interviewees, because she may not care about the Newspaper’s profitability or
may show favoritism toward their subordinates. In these two situations, editorial decisions

are effectively controlled by reporters.

2.4 Authority and Control after the Reform

In September 2005, the Newspaper decided to reallocate editorial authority from division
editors to chief editors in four divisions, namely, Economy and Business, Politics and Law,
Education and Health, and General Reports, but to maintain the previous authority arrange-

ment in the other divisions, namely, Local News, Entertainment, Consumption Guides, and



Photography.” To implement this new managerial practice, the Newspaper created an editing
center headed by two vice chief editors (Vice Chief Editors 1 and 2 in Figure 1). Three senior
editors from the front section were assigned an additional task to assist these vice chief editors
in managing the editing center. Under the new arrangement, division editors were required
to submit their editorial decisions to the editing center for approval, although they still had
the right to ratify proposals from their subordinate reporters. As a result of this authority
change, the two vice chief editors reallocated their efforts from other tasks to directing the
editing center and to monitoring editorial decisions. Because it lacks information sources to
fulfill the need for rapid news delivery, the editing center played a limited role in initiating
news coverage. Its function focused on monitoring and ratifying submitted news articles.
For instance, one specified function of the editing center was to clean up low-quality or even
harmful news content (e.g., advertising-type information).

This organizational reform had potential impacts on the effective control of editorial
decisions. Division editors might reduce their incentive to collect information and to modify
reporters’ proposals because their decisions could be overruled by chief editors. On the other
hand, due to the lack of information, chief editors could not effectively intervene in reporters’

proposals, which might in turn allow reporters to gain greater control over editorial decisions.

2.5 What Caused the Reform?

Internal documents of the Newspaper show that the organizational reform was triggered by
the replacement of a chief editor. In June 2005, the local government appointed a new chief
editor (Chief Editor A in Figure 1) when a previous chief editor reached the mandatory re-
tirement age. As a regular appointment, the new chief editor was selected from among several
candidates who were "hierarchically appropriate” to fill the vacancy.® The new chief editor
proposed a change that shifted editorial authority from division to chief editors, from among
several possible changes in managerial practices considered by the board of the Newspaper.
Some board members supported the proposal because they had been concerned about the
loss of control when authority was delegated to division editors. Several members objected
to this proposal, arguing that such an authority change was not particularly sensible because
the chief editors were overloaded with many tasks and rarely informed of reporters’ activi-
ties. Despite this dispute, the majority of the board believed that such an authority change
was more acceptable than other proposed changes, because the practice of keeping author-
ity to chief editors was widely adopted in other newspapers. Ultimately, the board decided

to implement the authority change within the four divisions that the new chief editor took

"During the reform, the Sports division was treated differently: sports reporters were allowed to become
involved in editorial decision making. Therefore, in the baseline sample, I exclude observations of sports
reporters. The inclusion of these reporters barely affects the baseline results.

8The regulation of the media in China requires that top managers of every general-interest newspaper be
appointed by a responsible government department and be assigned with hierarchical positions according to
the administrative ranks of the newspaper. Unless being promoted from within the newspaper, a new top
manager should be selected from candidates at the same hierarchical level as the replaced manager.



Table A2: Summary Statistics of Personnel Data

Panel@\:Reporters

variables  gender education Party age tenure position qualification
(male)  (college) member (1EREB) (1EREB)
mean 0.60 0.83 0.47 32.80 8.20 1.50 1.47
min 0.00 0.00 0.00 22.00 1.00 1.00 1.00
max 1.00 1.00 1.00 57.00  27.00 3.00 3.00

Panel®B:Division@ndTopyEditors

variables  gender education Party age tenure position gualification
(male)  (college) member (1eDEB) (1rReEB)
mean 0.57 0.73 0.49 38.30 13.30 2.20 2.20
min 0.00 0.00 0.00 25.00 2.00 1.00 1.00
max 1.00 1.00 1.00 54.00 27.00 3.00 3.00

Notes:fThese®ablesBummarize@ersonnell@nformation®fAl83&eportersBandB6@livisionkditorsBandopy
editors@n&he®ampledromBanuary®004&o@ecemberR006.ThelneansBhe@eporters'Bersonal
characteristicsire@vei ghtedby@nonthlyBbservations;®helneans@®fithellivision@ditors 'Bpersonal
characteristicsi@re@veightedbydearly®bservations.B'Party_member"AsER ummydndicatinghe@membership
ofthehinese@ommunist®Party.BTenure"@s@hefhumber@®fFearsBf@vorking@xperience@n@®he@News paper.
"Position"d@sBAnA@ndicator@anking@romELRoB,Eepresenting@eporter,&hiefeporterBndB enior@eporter
respectivelyd@nikhebthierarchy®f@he@Newspaper.f'Qualification"As@ERertificateB uthorizediby®hefssociation
offChinese@ournalists@odndicate®he@xpertiseznd@xperience@nGournalism,@vithBA@Eeferringohssistant
journalist2&oFournalist,ZandB&oBeniorGournalist.

Table A3: Summary Statistics of Stayers, Exits, and Entries

variables gender education Party age tenure position qualification Quantity Quality
(male) (college) member (1PREB) (1EREB) Score score

Stayers 0.63 0.86 0.43 32.7 7.98 1.56 1.51 2104 1574
(0.48) (0.34) (0.50) (8.84) (6.02) (0.712) (0.68) (1236) (1136)

Exits 0.61 0.81 0.43 34.32 9.07 1.7 1.57 1845 1071
(0.50) (0.39) (0.50) (8.08) (7.68) (0.82) (0.57) (1151) (953)

Entries 0.52 0.94 0.24 29.68 5.13 1.36 1.33 2218 1174

(0.51) (0.24) (0.44) (7.37) (5.52) (0.65) (0.65) (1628) (878)

Notes: InRheBtatistics@®f | IERhe@ariables,®heirstdine@eportsEhenean®@alues,@ndEheBeconddineeportsi@he
standard®rrors@inBarentheses).BtayersEre@eporters@vhore®bservedibeforend@fter@helrganizational@eform;
entries@reeporters@hose@performancel@s@®nly®bservedi ftehe@eform;z nd@xitsz re@he@eporters@holeaveiheirdobs
within&hree@nonths@fhe@eform.ETheBhumbers®fBtayers,@xits Band@ntriesEredespectivelyFL13,R28,EandB3.The
numbersfibbservationsForEheRuantityBind@ualityBcores®ftheB tayers,@xits,Bnd@EntriesEredespectivel yB3457,B57,
and@09.



over from the retired one, while leaving the other divisions unaffected. The wage structure,
evaluation system, and job assignments were deliberately kept unchanged to avoid too much
disruption within the Newspaper.

In interviews, journalists of the Newspaper described both the appointment of the new
chief editor and the organizational change as “big surprises,” because the new chief editor had
"zero journalism experience" and because “nobody was talking about organizational change
at that time.” Several senior journalists indicated that the replacement and the authority
change were unlikely to be driven by political influence. If the replacement had been intended
as a means of strengthening political control, the government would have replaced the top
personnel with propaganda officials or senior managers from a Party newspaper. However, the
chair of the board and the other chief editor were not replaced during the sample period, and
the new chief editor was not from the propaganda department and had no previous experience
in the media industry. Furthermore, the government rarely intervened in specific managerial
practices of commercial newspapers. One editor said, “The government is probably not even

aware of our organizational change. They do not care about matters of this kind.”

3 Additional Empirical Results

3.1 Main Results (Sections 3-5)

This subsection presents the figures and tables that are mentioned but not published in

Sections 3, 4, and 5 of the published version of the paper.
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Figure Al: Longer Time Series of Reporters Performance
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Table A4: Comparison between Treatment and Control before the Reform

treatment control LocaltNewsMivision
variables mean  dev. mean  dev. mean std.@ev.
internalerformance@measures
quantityBcore 2004 1335 2022 1217 1300 989
quality@core 1526 1197 1364 976 1152 883
Harticles 28.9 18.4 3401 2543 21.44 13.88
#avords 20220 13086 14317 12393 10626 9646
externalperformance@neasures
Hinvestigative@eports 1.25 1.54 1.21 1.27
#featureBtories 0.90 1.26 1.09 1.00
H#Zpecial@eports 4.86 9.18 2.90 1.80
H#ibropagandal@rticles 0.32 0.90 0.26 0.69
Hadvertisingf@rticles 0.66 1.37 0.53 0.76
#Zoauthored@rticles 4.37 12.45 0.97 1.81
#@Articles@vith@xternal@uthors 9.23 9.40 5.24 2.67
measuresfEditors'Activities
H@rticles@ssignediby@ditor 1.15 2.30 0.49 0.79
Harticles@olumnibyZontent 1.30 2.78 1.32 0.64

Notes: Observations@ret®hedndividualPmonthdevel B Treatment"@Endicates@he®reatment@roup,
including@eporters@n@EheFour@eformed@ivisions,Bhamely,FEconomyndBusiness,PoliticsEinddaw,
EducationBndealth,Band@eneral@eports.B'Control "Andicates@he@ontrol@roup,Ancluding
reportersAnGli@heFour@inreformed@ivisions,thamely,AocalNews,@Entertainment,Zonsumption
Guides,Band@®Photography.FLocalNewsDivision"Ancludes@nly@Eeporters@n@hefocal@NewsRivision.
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Table A5: Correlation between Quality Score and External Measures

independent®ariables coefficient
#Hinvestigative@eports 166.18***
(15.340)
#featureBtories 169.26%**
(20.640)
#special@eports 74.15***
(7.440)
#propagandal@rticles 131.67***
(24.980)
Hadvertising@rticles [B3.26***
(11.320)
HallGrticles 4.41
(2.830)
H#overall@vords 0.042***
(0.006)
Hassignediby@®ditor BH4,37***
(12.950)
#columnibyRontent (R9.28*
(16.530)
Harticles@vith@xternal@oauthors BL1.41%**
(3.410)
Harticles@vith@nternal@oauthors BR3.95***
(4.410)
H#observations 3,265
Adjusted®REFquared 0.785

Notes:fThis®able@presents@Eheesul tbfthe@egression®fhe@juality® core@®n@he@xternal
measures,@ithoutontrolling@ndividualfixed®ffects FrheRffectf@herticlesBther@®han
theboveRypesAsbsorbedd@n@helntercept.fThe@bservations@nclude®heeportersinihe
treatment@roup,mhamely,EconomyBind@Business,EducationBnd@Health,PoliticsEnddaw,
and@GeneralReports,Bind®@he@eporters@n@helocalMNewsivision@vithinEheRontrolFEroup.
Standard@rrors@in@arentheses)@re®lusteredbydndividual B**Rlenotes@ignificanceit
1%,B *@ 1 %, ndFG tEL0%.
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TableBA6:Btability®fTorrelationstbetweenMualityBcoreandExternalMeasures

Sample Treatment@Group LocaliNews@Division EntireBample
(1) (2) (3) (4) (5)
Variable beforelihe interaction before interaction interactions@vith
reform s@vith the sivith reformxtreatment
Hinvestigative 164.01*** EB5.54 208.76***  @3.65 F18.07
(26.10) (30.83) (19.97) (39.44) (47.99)
#feature 144, 54*** FlL7.05 185.91***  [B0.08 6.30
(33.28) (35.87) (14.14) (52.42) (56.46)
#special 59.57*** 17.56 82.10*** 13.47 27.18
(11.94) (14.02) (19.02) (43.30) (35.87)
#propaganda 151.57***  [D6.77** 74.59* R7.61 22.03
(32.14) (42.37) (39.30) (48.19) (52.48)
#advertising 5.24 F12.81 £R23.02 29.25 87.58
articles (15.50) (30.21) (23.25) (40.88) (58.79)
#allGrticles 7.75* 5.25 10.88*** £5.50 10.24
(4.49) (6.56) (2.87) (5.28) (7.45)
H#words 0.044*** D.002 0.037***  0.047*** £D.046***
(0.011) (0.014) (0.008) (0.011) (0.014)
#with@xternal .81 Fl3.66 | [20.55 (R2.38* 28.30**
coauthor (7.75) (8.97) (11.37) (11.72) (11.99)
#withlnternal PI9.76***  [7.20 27.88 0.84 21.71
coauthor (4.99) (9.44) (19.73) (38.29) (31.33)
H#assignediby P46.04*** F18.28 g B2.44 12.79 £R8.66
editors (12.77) (20.96) (21.58) (55.44) (59.40)
#columnshby B0.38** F15.63 12.49 B46.25 59.90
content (13.37) (25.33) (54.83) (64.90) (50.59)
H#observations 2446 819 3265
AdjustediR
0.815 0.879 0.829
Squared

Notes: Columns@1)&nd{2)@resent®heRoefficients®fthe@egression®f®he@uality@ core®nhe
external@neasuresBindiheir@nteractions@vithEhe@eform@ ummyG@n&he®reatment@EroupdEconomy
andBusiness,®PoliticsEindAaw,EducationZnd@Health,BndfeneralReports).folumns{3)znd34)
present@he@oefficient®fhe® a melkindDfEegressiondAn@hedocalMNewslivision.fThedast@olumn
presents@heoefficients@®fhelnteracti onBetweenBneypedBhewsEontentEnd@helnteracting
terms@reformxtreatment)@nE@egression@hatioolsEheBbservations@n®helprevious@olumns
together.BAl@Rheegressions@ontrolFor@oth@ivisionEnd@ndividual#ixed®@ffects.EThe@tandard
errorsiinBbarentheses)@re®lustered@tdhe@ndividualdevel. ***denotes@heBignificancelevel@t
1%,F*ath %, ndEEtE 0%.

14



Table A7: Robustness Check of Average Treatment Effects: Clustering

log@juantity@core log@jualityBcore
(1] [2] (3] [4] [5] (6] (7] (8]
reformx 0.054 0.052 0.053 D.066 0.207* 0.205* 0.194 0.062
treatment (0.133) (0.135) (0.127) (0.128) (0.110) (0.110) (0.116) (0.110)
bootstrappedip  [0.681] [0.667] [0.671] [0.623] [0.063] [0.061] [0.089] [0.595]
0.040 D.152**
reform
(0.096) (0.054)
individual@ixed o o o o os os
effects Y Y Y Y y y
timeixed
yes yes yes yes yes yes
effects
timeBRvariant
. yes yes yes yes
covariates
Hobservations 4,459 4,459 4,459 4,459 4,440 4,440 4,440 4,440
adjeR? 0.488 0.518 0.542 0.279 0.372 0.402 0.404 0.206

Notes:@This@able@eplicates@anel DT ableBAnEhelpa per@xceptEhatthowBtandard@rrorsfinGarentheses)
areXlusterediby®ivisions@#clusters=™).ReformAsERi ming@ummyRhat@qualsBnedfEnBbservationdsAnznd
after@he@onthDf@he@rganizational@hange®hat@ransferred®ditoral@ecision@ights@rom&livision@ditors&o
chief@ditors.fTreatmentds@@ummyfor@Ehe@eporters@romihe@eformed@livisions:@EconomyBnd@Business,
Education@ndealth,®oliticsEBAndilaw,EndEeneralReports .BTi mei xed@®ffectsEre@B6@ear_month@lummies.
ThelftimeR/ariant@ovariates@nclude@gefquared,@enureE quared,@osition,Bualification,Baind@ivisiondixed
effects BNV henB@egressioniExcludesAndividualfixed@@ffectsdColumni4]Endd8]),@i melinvariant@personal
characteristicsfgender,@®ducationBnd@arty@nembership)End&hefactors@Ehatre@ol linear@vith@ndividual
and@i mefixed@ffects@agendEenure),Brethowdncluded. F**denotesBignificancettEl %, *at® %,z ndFE tEL0%.
ThefbootstrappedtpsEhep@alueal culatedibyEEmethod@fercentilefiValdibootstrapping.
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Figure A2: Kernel Density of Estimated Individual Fixed Effects
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Table A8: Comparison of Quantity Residuals: Exits, Stayers and Entries

treatment@roup control@roup
exits stayers entries exits stayers entries
before@eform 3.449 3.882 3.076 2.760
(1.105) (0.873) (1.120) (1.523)
afteri®eform 3.362 3.155 2.239 3.425
(0.874) (0.741) (1.5112) (1.530)
Difference D.520*** @D.521*
(0.156) (0.316)

Notes:An@heBtatisticsf | IRhe@ariables,®heirstdine@eports@he@nean@alues EandEhe@ econddine
reports@heBtandard@rrors@inBarentheses).Reformis@hedi ming@ummyRqualRoBbnefterGincluding)
September005.Treatment@Eroup@s@he@eporters@romihe®ivisions@n@vhichREditorial Buthority@vas
reallocated®romiheliniddl eRo®heRop:Economy@ndBusiness,@PoliticsBanddaw,EducationBindHealth
and@GeneralReports.ELontrolEroupls@Ehe@eporters@romEheFour@inreformed@ivisions:AocalMNews,
Entertainment,@onsumption@Guides,Bind@Photography.fTheFquantity@esiduals”Gred@ndividualdixed
effects@etrievediby@unningiegression®fEhedog@uantity®core®n@hel@ndividual@ummies@nd&heir
interactions@vith@heeform@ummy,Avith@ontrolsBs@An@helaselineID@stimation.@he@tayers
exclude@®@eporters@ho@witchedibetween®he®reatment@nd@he@ontrol FThe@esultsEre@ualitatively
similar@hen@hese®bservationsirefincluded.

Figure A3: Comparison of the Coverage of Economy and Business News and
Education and Health News between the Newspaper and its Competitors
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Table A9: Average Treatment Effects on External Performance Measures

#special #propaganda #coauthoredi@vith  #Zxternal

reports articles otherl®eporters  correspondents
reformx 0.161 £D.0002 0.151 2.177*
treatment (0.578) (0.047) (0.715) (1.031)
#obs 3,265 3,265 3,265 3,265
adjeR? 0.268 0.168 0.234 0.651

Notes:These@egressionsise®he@eporters@n@heflocalNewsRivisionEsEheRontrol@Eroup.
TreatmentisE@ ummyFor@he@eporters@rom@he@eformed@ivisions:EconomyBand@Business,
EducationEnd®ealth,®oliticsEndilaw,End&eneralReports.Z'Reform"@s&hei ming@lummydor
the®bservations@AnEndifter®@he@nonth@D@he@®rganizational@eform@hat@eallocated@ditorial
decision@ights@rom@ivision@ditorsEo@hief@ditors.BAlIRheegressions@ontrolForAndividual
fixed@ffects,&imeRyear_month)#ixed®ffects,@imeRariantindividual@haracteristics@efinedzs
in®hedaseline@stimation.Btandardrrors{in@arentheses)@relusterediby@ubdivisions
(#clusters=16).BE**denotesBignificanceltFl %, *at® %, ndF & 17 0%.

Table A10: Heterogeneous Treatment Effects by Seniority

logjuantity logRjuality® #reporters' #advertising #editors'

score score initiative articles initiative
reform x R1247* ?D.246* @1.707 0.222 D.768
junior (0.075) (0.122) (1.030) (0.134) (0.482)

controlforitimedixed@ffects,@ivisiondixed@ffects,End@ersonnel@haracterisitics@ncluding
gender,@ducation,®arty@nembership,Bgend@gefsquared,@enure@nd@enuresquared,

#observations 2,481 2,478 2,454 2,454 2,454
adjusted@®R?2 0.269 0.115 0.101 0.282 0.140

Notes:Thebservations@re@monthly@erformance@neasures®fhe@eporters@n@he@reatment@roup.The
dependent@ariablef#reporters'Anitiative"As@he@ umBbfitheBhumbersfinvestigative@eportsBandfeature
stories;#advertising@rticles "As®hefumber®f rticles@vithE nG dvertising@lement;Bi#feditors Anitiative"ds
theBumfRhefhumbers@fErticlesEssignedbyBind@olumns@esignediby@iivision@ditors The@egressions
areARDRstimation®oAdentify®hednteractionsbetween®he@eform@iummyz nd@hefunior@ummy,Bvhichds
anl@ndicator®hat®qualsBneldf@ReporterthasBRenure@®ffhoFreater@hanBFears.Btandard@rrorsdin
parentheses)@relusterediby® ubdivisions.F**denotes®ignificancet?l %, *a t#h %z ndFZ 7 0%.
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3.2 Further Evidence (Section 6)

This subsection expands Section 6 (Further Evidence) of the published paper, including
additional figures and tables that are related but not published in the paper.

3.2.1 Robustness across Samples

In the paper, I show that within the baseline sample, the authority change at the Newspaper
has profound effects on reporters’ efforts and action choices as well as on division editors’
behavior. As shown in Table A11, the effects are remarkably stable in a long period and in

various samples.

3.2.2 Political Influence

As a common view, the freedom of press is severely suppressed in China. Political control
affects the editorial policy of every major Chinese newspaper to some degree. In the current
empirical setting, the treated reporters may be more sensitive to political influence, because
they cover news that is more related to politics and government activities. If the Newspaper
experienced changes in political influence at the time of the authority change, the effects of
the authority change may be spurious.

Studies in Chinese journalism (e.g., Zhao 1998, 2008) show that since the late 1990s
commercial newspapers in China, though subject to certain political constraints, have grad-
ually become profit-maximizing state-owned enterprises. Based on the content of 110 major
newspapers in China during the 2000-2010 period, Qin, Stromberg, and Wu (2015) find that
commercial newspapers are substantially less controlled than non-commercial newspapers in
terms of news content, and that the differences between the two types of newspapers are
strikingly stable despite substantial economic growth and changes in the political leadership
in China. The Newspaper that I study is one of the most commercial newspapers in China,
and no obvious evidence suggests that the political control over in the area in which the
Newspaper operates significantly changed during the sample period.

Various evidence in the current study excludes the concern regarding political influence.
First, propaganda articles are the most important measure of political influence. The number
of propaganda articles remains barely changed after the authority change within the treatment
group. When reporters in the Local News division, who also write propaganda articles, are
used as a control group, the effect of the authority change on propaganda is negligible.
Second, Communist party members are more subject to political influence. I do not find
any systematic differences in the effects of the authority change between reporters who are
party members and those who are not. Third, the authority change has little effect on the
performance of the Politics and Law reporters, whose reporting is most sensitive to political
influence (see Table 7 of the published paper). Finally, when the Annual National People’s

Congress is held, the political control of media is stricter than usual. For the sample that
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Table A11: Estimates of Average Treatment Effects Using Other Samples

(1) (2) (3) (4)
include@ports excludeBpecial®vents JanFAug, 20052006 SeptR003FAugi2007
quantity@ quality quantity  quality quantity  quality quantity quality
reform 0.056  0.194* 0.054 0.188* 0.045 0.209* 0.083 0.205*
x@reatment (0.102) (0.103) (0.105) (0.101) (0.077) (0.1112) (0.098) (0.112)

reform 0.208** 0.816***

xBports (0.077) (0.058)
control@orindividualdfixed@ffects,@imedixed@:ffects,@ivision@ixed@ffects,Bnd@EimeRariant
personali@haracteristics@Buch@s@gelsquared,®enurelquared,Bosition@EndRyualification

H#obs 4,838 4,807 3,829 3,811 2,025 2,013 5,912 5,889
REquared 0.55 0.397 0.551 0.406 0.564 0.434 0.528 0.392

Notes: The@lependent@ariablesF'quantity"@ndB'quality"Bre@horthand®orflog@juantity®core"EndE og
qualityBcore"@espectively.ReformAsE@ummyForEnBbs ervation@nk ndifter@he@nonthFSeptemberR005)®f
thel®rganizational@eform.AreatmentdsEBR@ummyRqualBnefor@®bservations@n®he@eformed@roupEconomy
and@Business,EducationBindiHealth,®Politics@Endidaw,BandfeneralReports).@nE pecificationBLFtheirstdwo
columns),@@ncludei n@nteractionGermibetween®helrganizational@eformindEmE ummyForEhe@ ports
division.@AnB pecificationR{the@hirdEndFourth@olumns),A@xclude@®bservations@n@Ehe@nonths®fMMarch
(annual@National@People'songress),BAugust2 0040l ympiciBames),EndRul y22006EWorldLup)Fromithe
baseline@ample.@AnBpecification@BEthedifthEindBixthEolumns),ARseEEbalanced@indow@amplenly
including@®bservations@#rom@anuary®ofAugust@n2 005 nd®he®ame@nonthsForR006.AnRE pecificationBEdthe
last@woRolumns),Afuse@Aongerfalanced@indown@amplefncluding®bservations@FromBeptember003&o
August007.@tandard®rrorsdinBarentheses)@re@lustered@t®hedevel®fR 1B ubdivisions.B**denotes
significance il %, *at® %,z nd Bz tFL0%.
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excludes these yearly events (in March), the estimated effects of the authority change remain

virtually the same as those in the baseline sample (see Column 2 in Table A11).

3.2.3 Leadership and Management Style

Numerous business cases and several recent studies (e.g., Bertrand and Schoar 2003) have
shown that senior managers, most notably CEOs, have a significant impact on firms’ manage-
ment style. The authority change was triggered by the replacement of one chief editor, who
I refer to as CEA (Chief Editor A in Figure 1) for expositional simplicity. To what extent
did the new chief editor affect the Newspaper’s style? How would his influence differ sys-
tematically between the treatment and control groups? Arguably, the appointment process
of CEA and his job assignment on the board limited his personal impact on news content
and reporters’ behavior (recall Section 2.4 of the published paper). To further assess the
potential impact of the top managers, I explore several major replacements on the board of
the Newspaper from 2003 to 2010. In particular, I augment the baseline D-I-D estimation
with additional interaction terms that equal one if an observation 1) occurs after each specific
replacement and 2) is in the treatment group. Table A12 presents the results

The first test exploits a drastic change in the board before the sample period. In January
2003, a new Chair was assigned by the government to replace the retired one; in April, this new
Chair replaced two vice chief editors who were responsible for the treated divisions. However,
such a radical change of top managers did not have any significantly differentiated impact on
the performance of reporters in the treatment and control groups (see Columns (1) and (2)).
The second test combines two episodes that occurred after the baseline sample period. In
October 2008, CEA stepped down and the composition of the board reverted to the situation
before his appointment. One year later, a new chief editor was appointed, and he became the
new board Chair in February 2010. Columns (3) and (4) show that neither replacement has
differentiated effects on the performance of reporters in the treatment and control groups.
In other words, the reporters’ performance is not reversed upon the resignation of CEA.
Columns (5) and (6) pool together, in the same regression, all the above noted changes of
top managers as well as the authority change and the appointment of CEA which took
place a few months earlier. The result verifies the findings presented in Columns (1) through
(4): replacing top managers per se does not affect reporters’ performance in systematically

different ways across divisions.

3.2.4 Editorial Policies and Evaluation System

The Newspaper operates in a highly competitive local market. Although the market structure
was stable during the sample period, some unobservable changes in the demand for different
types of journalism that coincided with the authority change might affect the Newspaper’s
editorial policies and the reporters’ news coverage. From the supply side, a change in the eval-

uation methods or the composition of the evaluation committee may also affect the measure
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Table A12: Tests of the Effects of Replacements of Top Managers

(1) (2) (3) (4) (5) (6)
qguantity quality quantity quality quantity quality

sample@eriod 2003 2007rR010 2003rR010
replacementil 0.043 [RD.045 0.016 D.033
x@reatment (0.078) (0.085) (0.063) (0.070)
replacement0 0.080 0.010
x@reatment (0.065) (0.069)
reformx@reatment 0.026  0.230**
(0.095) (0.086)
replacementl 0.026 [D.010 £007 0.006
x@reatment (0.062) (0.039) (0.075) (0.057)
replacement2 0.068 0.034 0.058 0.031
x@reatment (0.058) (0.033) (0.052) (0.026)
#tobservations 1,331 1,329 5,782 5,749 11,572 11,518

adjusted®Bquared 0.536  0.386 0.405 0.506 0.541 0.411

Notes: "Treatment"AsERummyHorEhe@bservations@n®hefour@livisions@hat
experiencedihe@ uthority@hangenBeptemberR005.'Reform"As@E@ummyHorihe
observationsAn nd@ fter&he@nonth@b fithe uthority@hange@nBeptember2005.
"Replacement?l "AsE@ummyforEhe@bs ervations@nk ndi fter@heeplacementsfithe
Chair@nd@wo®ice®hief@ditors@nBpril22003.FReplacementl"AsERummyHorEhe
observationsni nd@fter@ctober008,@vhen®he hi efE@ditor@vholriggeredihe
organizational@eformesigned.BlReplacement2"AsEE ummyHorEhe@bservationsin
and@fter@FebuaryR2010@vhenzBhewhair@vasi ppointed.B'Replacement0"dAs@ERummy
for@he@®bservationAnz ndz fter@he ppointment®fithe hi ef@di tor@vhoriggered@he
authority@hange@nRuneR005.The@ndependent@ariables@re@®hednteractionsibetween
thefreatment@nd@ach@eplacement.fTheegressions@ontrolForAndividual@nd®ime
fixed@®:ffects@nd@imeRariantfactorsEs@n@Ehebaseline@@stimation.@tandard@rrorsfin
parentheses)GrelusteredibyB ubdivisions@#clusters=21).F**denotesBignificanceit
1%, *ati® %, nd Bz tFL0%.
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Table A13: Robustness Check of Average Treatment Effects: Division Trends

log@uantity@core logjuality@core
sample Entire@ontrol LocaliNews Entireontrol LocaliNews
[1] (2] (3] (4] (5] (6] (7] i (8]
reformx 0.053 D.066 0.018 [.100 0.194* 0.061 0.204* 0.037
treatment (0.104) (0.104) (0.078) (0.126) (0.103) (0.087) (0.103) (0.118)
individualdixed
yes yes yes yes
effects
division_specific es es es es es es es es
linearrend y y Y Y y y y y
timeBvariant
] yes yes yes yes yes yes yes yes
covariates
timeBinvariant
. yes yes yes yes
covariates
#Hobservations 4,459 4,459 3,300 3,300 4,440 4,440 3,259 3,259
adjeR? 0.542 0.279 0.549 0.302 0.404 0.206 0.347 0.144

Notes:@This@Eable@eports@®hel eragelreatment@ffectsfEhefaselineID@stimation@s@Ehose@eporteddniTable
3@n&hefpaper@Except®hatthow®he@egressions@ontrolFor@ivision_specificlinear@rends.ReformAsE@i ming
dummy@hat@quals®nedfEnBbservationds@nEndEfter@he@nonthBf@he®rganizational@hange®hat@ransfered
editoral@lecision@ightsEromlivision@ditors@Eo&hief@ditors.AreatmentdsE@ummyHorEhe@eporters@romihe
reformed@livisions @EconomyEndBusiness,EducationBind®Health,@oliticsBhind@law,EandEGeneralReports.ZThe
"Entire@ontrol"Bamplefises@eportersdni|I@heFour@inreformed@ivisionsEs@he@ontrol@Eroup;&hefLocal

News "BamplefisesBnly@eporters@n@heflocalNews@ivision@s@EheRontrol@Eroup.tTimeffixed®@ffects@re@ 6
year_month@ummies.tThe@i meR/ariant@ovariatesfincludege® quared,AenureB quared,Bosition,@ualification,
and@livisionixed@ffects AVhen@Regression@E@xcludes@ndividualfixed@ffects@Columnd2],d4],d6],Endd8]),&i mek
invariant@ersonal@haracteristics@gender,@ducation@End@®arty@nembership)@nd®hefactors@hat@re®ollinear
with@ndividualznd@i mefixed@ffectsHageZnd@enure),Brethowidncluded.Btandard@rrorsiin@arentheses)@re
clusteredibyBubdivisions.F**denotes®ignificance @ %,2 *at® %,z ndFE A 0%.
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of reporters’ quality scores.

Evaluation Methods and Committee. According to the Newspaper’s documentation,
the evaluation methods in terms of the evaluation procedure and the classification of good
articles remained the same after the authority change. Moreover, all the nine committee
members were the same individuals, and the division of labor among them and the flat-wage
pay scheme applied to them did not change. Furthermore, they were unlikely to have any
career concerns, as they had reached retirement age.

Evaluation Policies. A change in editorial policies would largely be reflected in the
evaluation system for reporters’ performance. Therefore, I test the stability of the evaluation
system by examining the correlation between the quality score and the external measures
of news content before and after the reform. As shown in Table A6, within the treatment
group, none of the external measures that make a notable contribution to the quality score
change significantly after the reform. Similar results appear in the control group. The
triple interaction terms (each external measure interacted with both reform and treatment)
reported in the last column are mostly statistically insignificant, verifying the consistency of
a non-discriminating evaluation policy over time. These results rule out the coincidence of
the authority change and a drastic change in the evaluation policy. They also exclude the
possibility that the Newspaper changed its evaluations to favor certain types of journalism.

Resource Reallocation across Divisions. The heterogeneous treatment effects across
divisions within the treatment group provide strong support to the real impact of the author-
ity change on reporters’ behavior. However, these effects raise a concern that the Newspaper,
in response to changes in market demand, might grow the Economy and Business division and
the Education and Health division, for which the effects of the authority change were most
pronounced. A piece of indirect evidence mitigates this concern: the results in the baseline
estimations are barely affected even when the regression includes separate time trends for
each division (Table A13).

To offer direct evidence, I gather monthly data on the number of articles containing

" and "firms" and keywords related to "education"

keywords related to "economy," "finance,
and "health," published in the Newspaper and its three major competitors. As the time series
in Figure A4 shows, the number of articles in these two subject matters is stable in both
the Newspaper and the three competitor newspapers during the sample period. Moreover, a
change in editorial policies targeted at certain divisions is usually implemented by reallocating
resources, especially human resources, across divisions. However, the number of copy editors

and proof-readers assigned to each news section hardly changed at all in the sample years.

3.2.5 Production Technology and Work Environments

I have shown that the authority change is not associated with injection of more production
factors, such as human resources at all levels of the Newspaper. Is it possible that the

effects of the authority change are contaminated by potential changes in the Newspaper’s
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production function, such as advances in information technology, or improvements in work
environments? First, the Newspaper is well established, and the production process is almost
routines. All the journalists across divisions were equipped with the same information and
computer technology. Second, the Internet, which may enable editors to originate more
news reports, was popular long before the start of the sample period. Only after 2007 did
social media become popular and affect the traditional media in China. Third, the vice
chief editors and division editors, who held these positions for lengthy tenure, were the key
determiners of division-specific work environments. Given that these individuals remained
in the same positions over the sample period, it is unlikely that the work environments of
different divisions changed precisely at the time of the organizational reform and in ways that

systematically differ from one another.
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