The Disintegration of the Gala: A Hotelling Approach to
the Deadweight Loss of Forced Centralization
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This paper develops a spatial equilibrium model to explain the
monotonic decline in the utility derived from the Chinese New Year
Gala. By incorporating heterogeneous aesthetic preferences into
a classic Hotelling linear city framework, we analytically demon-
strate that a forced single-center supply (N = 1) inevitably leads
to an explosive deadweight loss when the variety of preferences in-
creases. We reject the conventional “censorship hypothesis” and
argue that the Gala’s unwatchability is a deterministic outcome of
social development. Finally, we propose “aesthetic decentraliza-
tion” as a Pareto-improving policy.
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It has become a universally acknowledged stylized fact that the Chinese Central
Television (CCTV) Spring Festival Gala is becoming increasingly unwatchable.
Once a national aesthetic feast, it has gradually degenerated into a high-cost back-
ground noise generator for family Mahjong games. This paper seeks to provide a
rigorous microeconomic foundation for this widespread social consensus.

The institutional background of the Gala dates back to 1983. In its early
stages, under an era of extreme material and cultural scarcity, the centralized
broadcasting monopoly served as a massive Pareto improvement. Consistent with
early economic theories of mass media and program patterns (Steiner, 1952), the
marginal utility of watching any televised performance was exceptionally high,
and alternative entertainment options were virtually zero.

Existing public discourse and amateur sociological critiques often attribute the
declining quality of the Gala to the tightening of political censorship and con-
tent regulation. However, we argue that this “Censorship Hypothesis” suffers
from severe omitted variable bias. Historical data reveals that stringent polit-
ical guidelines and content reviews were equally present in the late 1980s and
1990s—an era that nevertheless produced legendary sketches and universally ac-
claimed performances. Therefore, treating censorship as the sole independent
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variable fails to explain the exponential decay in audience satisfaction over the
past two decades.

In this paper, we depart from the political-institutional narrative and develop
a spatial equilibrium model based on viewer preferences. Building upon the foun-
dational spatial competition framework established by Hotelling (1929), we con-
ceptualize the viewer’s aesthetic mindset as a linear geographic space. We argue
that the unwatchability of the Gala is not merely an editorial failure, but an
inevitable consequence of economic growth.

Following the classic trade-off between fixed production costs and consumer
love-for-variety explored by Dixit and Stiglitz (1977), we observe that as society
progresses, the dimensionality and richness of individual hobbies expand drasti-
cally. We demonstrate that as preference heterogeneity increases, maintaining a
forced monopoly (a single Gala attempting to satisfy everyone) mathematically
guarantees a catastrophic decline in social welfare.

Finally, we foreshadow our policy recommendation: allowing viewers to “vote
with their remote controls” by sorting themselves into decentralized broadcasting
markets, a mechanism deeply inspired by the pure theory of local public goods
(Tiebout, 1956).

I. Theoretical Model: The Micro-foundations of Aesthetic Friction

To rigorously analyze the relationship between the optimal number of galas
and aggregate social welfare, we construct a Social Planner model based on a
modified Hotelling linear aesthetic space, subtly augmented by the Dixit-Stiglitz
love-for-variety intuition. This allows us to endogenize the psychological friction
viewers experience when subjected to centralized cultural supply.

A. Basic Setup and the Aesthetic Space

Assume a continuum of viewers of mass M, whose innate aesthetic preferences
are uniformly distributed along a unidimensional linear interval X € [0, 1]. We
define this interval as the Aesthetic Spectrum. The origin (x = 0) represents
orthodox viewers strictly preferring traditional cross-talks and the mandatory
“dumpling-making” finales. Conversely, the terminus (z = 1) represents the
avant-garde audience consuming hardcore cyber-punk narratives and abstract
internet subcultures. The cumulative density function of viewers is given by
F(z) = M for z € [0, 1].

e Supply Side (The Gala Production): Producing and broadcasting any
gala j incurs a fixed, sunk cost F' > 0. This captures exorbitant celebrity
appearance fees, hyper-inflated AR stage effect budgets, and the adminis-
trative overhead of organizing the event.

e Spatial Distribution of Galas: Suppose there are N galas supplied in
the market. To minimize aggregate viewer dissatisfaction under symmetric
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conditions, a benevolent planner will locate these N galas equidistantly
across the aesthetic space X.

e The Mental Torture Cost (t): Let z; be the preference bliss point of
viewer 7, and x; be the location of the gala they are watching. The psycho-
logical cost of consuming misaligned content is modeled as a linear trans-
portation cost function: C; = t|a; — x;|.

Assumption 1 (The Explosion of Heterogeneity): The parameter t is
strictly increasing with respect to the penetration rate of alternative digital enter-
tainment. Specifically, limyecn o0 t = 00. In the 1980s, ¢t approached zero; today,
algorithmic vertical-segmentation has driven ¢ to unprecedented highs.

B. The Social Planner’s Problem and Optimal Variety (N*)

A benevolent Social Planner seeks to find the optimal number of galas, N*,
that minimizes the total social cost T'C. Given N equidistant galas, the market
is divided into N segments of length % For any single gala located at the center
of its market segment, viewers travel a maximum aesthetic distance of ﬁ
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FIGURE 1. THE SOCIAL PLANNER’S OPTIMUM: DECENTRALIZED AESTHETIC SUPPLY (E.G., N* = 3)

Note: This figure illustrates the Pareto-improving allocation of aesthetic resources when regional broad-
casters are permitted to enter the market.

The aggregate mental torture cost for one such segment is derived by integrating
the friction over the interval:
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Since there are N identical segments, the Total Social Cost function is:
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PROPOSITION I.1:  The socially optimal number of galas N* that minimizes
the total social cost is uniquely determined by N* = %\ / %



34 THE AMERICAN ECONOMIC RUBBISH FEBRUARY 2026
C.  Comparative Statics: The Deadweight Loss of Forced Centralization

Despite the microeconomic realities, institutional path dependence forces the
supply of the Gala into a strict monopoly: N = 1. Consequently, the sole Gala
must locate at the exact midpoint of the aesthetic space (xgq, = 0.5). We
term this the Frankenstein Strategy—an agonizing attempt to sequentially splice
Peking Opera with Gen-Z internet slang within the same 4-hour window.

0 (Orthodox) CCTV Gala (;EG = 05) 1 (Cyberpunk)
Uniformly Distributed Audience (M)
| o _ |
[ |

Max Torture Cost: &

Max Torture Cost: £ 2

I
I
I
I
I
I
2 I
I

FIGURE 2. THE FRANKENSTEIN EQUILIBRIUM: FORCED MONOCENTRIC SUPPLY (N = 1)

Source: Author’s derivation based on the unwatchability of recent centralized broadcasts.

Under this forced monocentricity (IV = 1), the total social cost spikes to:

M-t

(3) TC(1)=F + o
Evaluating the socially optimal cost yields TC(N*) = vM -t- F. We define

the Deadweight Loss (DWL) as the difference:

(4) DWL:TC(l)—TC(N*):F+%—\/M-t-F

PROPOSITION 1.2:  The Deadweight Loss induced by the monocentric Gala is
monotonically increasing with respect to the diversity of audience preferences
BDWL ().

Economic Intuition: Forcing N = 1 today is equivalent to compelling 1.4 bil-
lion demographically diverse individuals to wear the exact same “one-size-fits-all”
sweater. The larger the preference divergence (¢) becomes, the more suffocating
this forced centralization feels, transforming a former Pareto improvement into a
massive deadweight loss engine.

II. Conclusion and Policy Implications

In this paper, we theoretically demonstrate that the increasing unwatchability of
the Spring Festival Gala is a deterministic outcome of economic prosperity and the
resulting diversification of consumer preferences. The “cringe” factor experienced
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by modern audiences is not a bug in the directorial process, but a mathematical
feature of a forced monopoly operating within an infinite-dimensional aesthetic
space.

Our findings suggest that as long as the institutional constraint of N = 1
remains, the Deadweight Loss will continue to grow monotonically. Therefore, we
propose a straightforward, Pareto-improving policy recommendation: Aesthetic
Decentralization and Broadcasting Deregulation.

Policymakers should abolish the implicit mandate that forces local and provin-
cial television networks to relay the central broadcast on New Year’s Eve. By
allowing local networks and digital platforms to host and broadcast their own
culturally specific galas simultaneously, the market can naturally transition from
the suffocating N = 1 monopoly to the socially optimal N*. Ultimately, giving
the public the freedom to choose their preferred “dumplings” is the only sustain-
able way to maximize national happiness on New Year’s Eve.
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