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What are the Impacts of the Different
Payment Mechanisms on the Programming
Output of the Cable Networks ?

Kuo-Feng Tseng*

Abstract

Theoretically ‘free market mechanism’ should make the best product and
eliminate the bad one. In Taiwan’s cable television industry, the operators
bundle all the networks in one package for one price. Under the restrain of the
diminishing of advertising revenue and the fixed monthly payment, few pro-
gramming is able to increase the production cost. Eventually most of the pro-
grams look similar without differentiation and creativity. This paper considers
that the mechanism of ‘a la carte’, directly charging consumer what they watch,
is the other way to improve the performance of the cable television networks.
In the short run, some of the networks that few consumers subscribe may be
forced to have lower rating and advertising revenue or even forced out of market.
However, in the long run, the resources will concentrate on few networks to
produce better quality programming and encourage new types of channels.

Keywords: cable television, network competition, bundling, a la carte, rating
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