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Market Competition and the Media
Performance of Taiwan’s Cable

Television Industry

Shu-Chu Sarrina Li
Institute of Communication Studies

National Chiao Tung University, Taiwan

Using industrial organization as the theoretical framework, this study examines the

relation between market competition and the media performance of Taiwan’s cable

television industry. The media performance of cable television systems is defined as

the subscribers’ satisfaction with program service, customer service, and community

service. A telephone survey was conducted to collect data for the study. This study’s

findings in general support a positive relation between market competition and media

performance, which accords with most previous studies.

Although cable television has existed in Taiwan for more than 30 years, it was only

after it was legalized in 1993 that its penetration level rapidly increased from 20%

in that same year to more than 80% in 2000 (P. H. Chen, 2002; Liu & Chen, 2000).

Its development has been very similar to that in the United States. Although origi-

nally used as a community antenna, cable television in Taiwan has now become a

strong competitor of the four terrestrial television stations. The industry in Taiwan

is also heavily integrated both horizontally and vertically, with four multiple sys-

tem operators dominating the market.

Taiwan’s Cable Television Law, which took effect in 1993, divided the island into

51franchiseareas.Whengranting licenses tocable televisionoperators, theGovern-

ment Information Office (2002) has tried to issue more than one license in each fran-

chise area to prevent a monopoly. However, each franchise area has been too small

for cable television system operators to achieve minimum economies of scale, and,

thus, system operators have merged operations in many franchise areas to increase
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efficiency. Several recent studies have shown that more than half of these areas have

become characterized by a monopolistic market structure (C. Y. Chen, 1999; P. H.

Chen, 2002). With the number of areas in the cable television industry characterized

by a monopolistic market structure that is rapidly increasing, many scholars and

policymakers have become concerned with the performance of the cable television

system operators in Taiwan. This study examines the relation between market com-

petition and the media performance of Taiwan’s cable television industry.

LITERATURE REVIEW

Industrial Organization Theory

Industrial organization theory is an approach used to understand the relations be-

tween the structure, conduct, and performance of markets. It is a theory containing

several models that attempt to explain how firms behave under different market

structures, which in turn affect market performance. Industrial organization theory

assumes that the structure, conduct, and performance of markets are not only lin-

early related, but also interact reciprocally within a market (Albarran, 1996; Van

der Wurff, 2002).

The structure of a market is usually dependent on several factors, and the con-

centration of sellers is the most important factor because it determines a great deal

about the structure of a market. Market conduct refers to a firm’s policies toward its

customers and competitors, including price-setting policies and competition poli-

cies. Market performance is evaluated based on the ability of a firm to achieve the

goals of several criteria such as organizational efficiency or progress (Albarran,

1996; Sherman, 1995). Most scholarly work on the media industry is concerned

with media performance, and communications scholars take into account several

different dimensions when defining media performance. In addition to market per-

formance, there are some scholars who define media performance as the quality of

media products, whereas others focus on the diversity of the mass media or on the

public interests served by the mass media (Bagdikian, 1985, 1987; Compaine,

Sterling, Guback, & Noble, 1982; Dominick & Pearce, 1976; Li & Chiang, 2001;

Lin, 1995; Litman, 1979; McQuail, 1992; Rothenbuhler & Dimmick, 1982).

Market Structure and Media Performance

Industrial organization theory posits that media performance is very much affected

by the structure of a market. However, media economists disagree among them-

selves as to how market structure influences performance. Some scholars claim the

existence of a negative relation between market competition and media perfor-

mance and believe that it is only in a concentrated market structure that firms have
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sufficient financial resources to test different products and develop new products

(Burnett, 1992; Schumpeter, 1950). However, other scholars see a positive relation

between market competition and performance. These economists argue that, in a

concentrated market structure, firms strive to obtain the largest share of a market,

and each firm will try to manufacture products that please as many consumers as

possible while offending the fewest possible people, a process that leads to homo-

geneity. By contrast, in a market with open competition between many firms, such

a market is broken into many segments, so that it is impossible for one firm to gain

the largest share. The best strategy under these circumstances is to differentiate

one’s products to cater to a specific niche, which gives rise to increased product di-

versity in the mass-media market (see Coser, Kadushin, & Powell, 1982; Litman,

1979; Peterson & Berger, 1975; Rothenbuhler & Dimmick, 1982; Ryan, 1985).

Market Competition Positively Related to Media
Performance

Empirical research has not yet established any conclusive findings regarding the

relation between market competition and media performance, although most stud-

ies point to a positive relation between them. Many previous studies investigated

the relations between television programming/television news and market compe-

tition and found that increased competition within a market led to a higher degree

of diversity and better quality in either television programs or television news

(Atwater, 1984; Dominick & Pearce, 1976; Hellman & Soramaki, 1994; Li, 1999;

Litman, 1979).

For example, Wakshlag and Adams (1985) found that the U.S. 1971 Prime Time

Access Rule greatly reduced the degree of market competition in the TV industry,

which in turn led to a gradual decline in program variety in terms of network

prime-time programming. Powers, Kristjansdottir, and Sutton (1994) found that

market competition lednotonlyto increaseddiversity in termsof thenewscontentof

Danish television, but also to improvements in the content of state television.

The rapid growth of the U.S. cable TV industry in the late 1980s was expected

to promote media performance, and many studies found a positive relation be-

tween competition and media performance (Bae, 1999; De Jong & Bates, 1991;

Grant, 1994). For example, Chan-Olmsted (1996) found that the increased compe-

tition in commercial children’s television in the United States led to more choices

available to young American audiences. Barrett (1995) discovered that the exis-

tence of direct cable competition resulted in more local programming, better cus-

tomer service, and lower prices.

The competition–performance relation was also intensively researched in the

newspaper, popular music, and radio industries of the United States. Most studies

found that market competition had a positive effect on media performance, includ-

ing content diversity and editorial-page vigor (Everett & Everett, 1989; Johnson &
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Wanta, 1993; Lacy, 1987, 1988, 1989; Peterson & Berger, 1975; Rogers &

Woodbury, 1996; Rothenbuhler & Dimmick, 1982).

Market Competition Negatively Related to Media
Performance

Although most studies have shown that market competition has a positive effect on

media performance, other studies discovered the opposite (Hellman & Soramaki,

1985; Hvitfelt, 1994; Li & Chiang, 2001; Liu, 1997). Burnett (1992) found a nega-

tive relation between market competition and the diversity of the popular music in-

dustry. Lin (1995) found that competition led to a decrease in programming diver-

sity among the three U.S. networks. Li and Chiang and Liu both analyzed the

prime-time schedule of Taiwan’s three TV stations in the 1990s and discovered

that programming diversity gradually declined as competition increased.

A few studies failed to come up with evidence of any relation between market

competition and media performance or gave rise to mixed results (Lacy, 1988;

McCombs, 1988; Van der Wurff & Cuilenburg, 2001). Lacy found that competi-

tion from TV, cable TV, and radio did not have an observable effect on newspaper

content. Van der Wurff and Cuilenburg discovered that a moderate degree of com-

petition in the Dutch television market led to an increase in programming diversity,

but strong competition resulted in less diversified programming.

Media Performance of Cable Television Systems

The definition of media performance varies from one study to another, and a close

examination of these definitions reveals that most are concerned with certain as-

pects of media products (Bagdikian, 1985, 1987; Compaine et al., 1982; Dominick

& Pearce, 1976; Li & Chiang, 2001; Lin, 1995; Litman, 1979; McQuail, 1992;

Rothenbuhler & Dimmick, 1982). Traditional mass media, such as terrestrial tele-

vision, radio, newspapers, and magazines, do not have direct contact with consum-

ers. Therefore, scholars tend to focus on the products of these media to measure

performance. However, cable television systems differ because providing various

services such as installation, repairing, or billing to their subscribers is an impor-

tant part of their media performance. Furthermore, cable television systems use

many resources from local communities, such as installing coaxial cable or hybrid

fiber-coax (HFC) along the roads of the communities, and are thus expected to

help with the development of local communities. Therefore, the performance of a

cable television system should be evaluated not only on the basis of the products it

provides, but also on the services offered to its subscribers and community (C. Y.

Chen, 1999; Chipty, 2001; Jacobs, 1995). One way of measuring the performance

of a cable television system is to understand the perceptions of its subscribers in

terms of its products, customer service, and community service. This study uses
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subscribers’ satisfaction with program service, customer service, and community

service to measure the media performance of cable television systems in Taiwan.

Research Hypotheses

The literature review on the competition–performance relation shows that (a)

previous studies found a positive relation between market competition and media

performance, whereas a few discovered a negative relation; and (b) these few stud-

ies identifying a negative competition–performance relation were limited to two

areas—one being studies that investigated the competition–performance relation

in the popular music industry (Burnett, 1992), and the other being studies that ex-

amined a market that was too competitive and in which moderate competition, in-

stead of strong competition, led to better media performance (Li & Chiang, 2001;

Lin, 1995; Van der Wurff & Cuilenburg, 2001).

In terms of the studies in the popular music industry, it was found that it was not

market competition, but organizational factors, that affected the degree of music

diversity (Burnett, 1992). Taiwan’s cable television did not have organizational

factors like those in the popular music industry that induced innovations in their

products. Furthermore, Taiwan’s cable television system operators have now

merged in most areas to make their operations more efficient with some of the ar-

eas having two system operators and others having only one. The market competi-

tion in Taiwan’s cable television industry at best reflects only a moderate degree of

market competition. Therefore, one would expect a positive relation to exist be-

tween market competition and media performance. Three hypotheses are therefore

offered:

H1: Subscribers’ satisfaction regarding program service will be higher in the

franchise areas where competition exists than in the areas where no compe-

tition exists.

H2: Subscribers’ satisfaction regarding customer service will be higher in the

areas where competition exists than in areas where no competition exists.

H3: Subscribers’ satisfaction regarding community service will be higher in the

areas where competition exists than in areas where no competition exists.

RESEARCH METHOD

Independent Variables

The independent variable—the degree of market competition in the franchise ar-

eas—is operationalized as follows: (a) The researcher used the data provided on

the Government Information Office’s (2002) Web site (www.gio.gov.tw) to iden-
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tify how many cable systems were operating in each of Taiwan’s 51 franchise ar-

eas; (b) research assistants telephoned all of the operators to make sure that the sys-

tems were still operating; and (c) the researcher interviewed four experts who were

familiar with the current state of Taiwan’s cable television industry to understand

the situation regarding competition in each franchise area. Three of the four ex-

perts were program managers of cable television system operators, and the other

was a professor with expertise in analyzing the media industry market in Taiwan.

Four types of market competition in the franchise areas were identified. The first

type of market competition is referred to as the monopolistic market because it exists

where only one cable television system is operating. The second type is where two

operators are providing services, but where the two operators in fact belong to the

same Multiple Systems Operator (MSO), and thus is referred to as the noncompeti-

tive duopoly market. The third type is referred to as the competitive duopoly market

because the market has two competing cable systems that are independent of each

other. The fourth type of market competition is where three cable television systems

are competing in the same market and is referred to as the oligopoly market. This

study found that, among the 51 franchise areas, 35 areas belonged to the monopolis-

tic market, 4 belonged to the noncompetitive duopoly market, 11 belonged to the

competitive duopoly market, and only 1 belonged to the oligopoly market.

Subscribers’ Satisfaction

This study used two steps to design the questionnaire for the subscribers’ satisfac-

tion with program service, customer service, and community service. The first step

was to form a focus group that discussed what a cable television system operator

should do to be a good citizen in the media industry. The members of the focus

group were 10 graduate students in communication studies from a university in the

northern part of Taiwan. All of the graduate students had undergraduate majors in

mass communications, and half of them had working experience in the media in-

dustry for at least 2 years. The focus group discussion lasted about 2 hr and was

presided over by one research assistant, with the whole of the discussion later be-

ing transcribed and analyzed. The second step was to refer to several studies on

subscribers’ satisfaction with cable television in both the United States and Taiwan

(Atkin, 1992; C. Y. Chen, 1999; Jacobs, 1995, 1996; LaRose & Atkin, 1988; Liu &

Chen, 2000). Using these two steps, this study came up with 19 questions regard-

ing subscribers’ satisfaction that included four dimensions—system reliability,

program quality, customer service, and community service, with system reliability

and program quality being regarded as program service.

Responses to the 19 questions were processed by means of the LISREL pack-

age for the confirmatory factor analysis. The results confirm that there were four

dimensions of subscribers’ satisfaction in this study, which were consistent with

those identified by previous research (see Table 1).
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The first dimension, system reliability, contained three items—whether the pic-

tures were clear, the system operators were infrequently out of service, and the sys-

tem operators infrequently closed certain channels without notice. The second di-

mension, program quality, consisted of six items, including a great number of

channels, few advertisements, diversified programming, low rerun rates, and pro-

gramming quality. The third dimension, customer service, contained five items

that included personnel having enough professional knowledge, being nice and po-

lite, giving prompt services, solving problems efficiently, and charging reasonable

prices. The fourth dimension, community service, was composed of five items that

included being active in community activities and community service, being credi-

ble, meeting consumers’ needs, and caring about ethics. Following the factor anal-

ysis, a composite reliability was calculated for each of the four factors. The scores

of composite reliability for the four factors were all above .70, with two of them be-

ing higher than .80 and the score of composite reliability for all 19 items being .94.

The results of the confirmatory factor analysis show that χ2(146, n = 841) =

TAIWAN TV INDUSTRY 285

TABLE 1
Confirmatory Factor Analysis of Subscribers’ Satisfaction

Factors/Items Factor Loading t Value Composite Reliabilitya

System reliability .77

Clear picture .56 15.89*

Out of service infrequently .82 24.62*

Channels closed infrequently .77 23.09*

Program quality .74

A great number of channels .49 13.82*

Few advertisements .48 13.23*

Diversified programming .57 16.18*

Low rerun rate .55 15.71*

Good quality of local programs .61 17.56*

Good quality of programs .69 20.56*

Customer service .86

Enough professional knowledge .72 23.25*

Being nice and polite .82 28.07*

Prompt services .84 28.89*

Solving problems efficiently .83 28.38*

Reasonable price .48 14.13*

Community service .86

Community activities .92 34.15*

Community services .93 34.17*

Being credible .62 19.32*

Meeting consumers’ needs .65 20.51*

Caring about ethics .57 17.46*

aInstrument reliability = 0.94.

*p < .05.
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1820.10, p = .00, root mean square error of approximation = .117. The significant

chi-square value means that this model still differs from the best fit model. How-

ever, most of the goodness of fit indexes are above .90 (Comparative Fit Index =

.93, Relative Fit Index = .90, Normed Fit Index = .92, Goodness of Fit Index = .81),

and, thus, this model is considered to be moderately fit. This study used the sums

of the factor scores to come up with four satisfaction variables—namely, system

reliability, program quality, customer service, and community service. In addition

to conducting a confirmatory factor analysis, this study also performed several

one-way analyses of variance (ANOVAs) to examine the relation between market

competition and subscribers’ satisfaction.

The Questionnaire

The formal questionnaire contained three sets of questions. The first set of ques-

tions involved asking the respondents in which city or county they lived and

whether they subscribed to cable television. If the respondents subscribed to cable

television, then they would be further asked what the names of their cable televi-

sion system operators were. In the event that the respondents could not remember

the names of their cable television system operators, telephone interviewers were

provided with a sheet on which the names of all cable television system operators

in the 51 franchise areas were listed and would mention the names of the system

operators based on the locations of the respondents to help them recall the names

of their system operators. In this way, this study was able to identify the franchise

areas where the respondents were located and the types of market competition.

The second set of questions consisted of the 19 questions that targeted subscrib-

ers’ satisfaction with program service, customer service, and community service.

The respondents were asked to indicate from 1 (a little bit likely) to 7 (very much

likely) their degree of agreement with the statements of the 19 questions. The third

set of questions involved asking the respondents for demographic information, in-

cluding gender, age, educational level, and income.

Telephone Survey

A telephone survey involving a probability sampling approach was selected and

administered in January 2003 with 12 research assistants who conducted the tele-

phone interviews. The most recent telephone books for every city and county in

Taiwan were used for systematic random sampling. Whenever a number was cho-

sen from a telephone book, a “one” was added to the number to avoid any biases

that might exist in the telephone directory (Babbie, 1995; Wimmer & Dominick,

2003). After excluding business numbers, disconnected numbers, and no-answers,

this study made 2,001 telephone calls and obtained 1,051 valid questionnaires with

a response rate of 52.5%. The month-long telephone survey was conducted in a

central location and supervised by the researcher.
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RESEARCH FINDINGS

This study found that, among the 1,051 respondents, 841 respondents (80%) were

cable television subscribers, and the remaining 210 were nonsubscribers. This fig-

ure for the cable television penetration rate was almost the same as that found in

other studies (P. H. Chen, 2002; Liu & Chen, 2000). The frequency analysis of the

study data showed that approximately 34% of the 841 cable television subscribers

had completed senior high school, 24% had completed college, 18% had com-

pleted graduate school, and 14% had completed junior high school. The respon-

dents were more or less equally distributed among the different age groups (from

15 to more than 50), with those over the age of 50 having a slightly higher percent-

age (18%). Gender was equally distributed as evidenced by male and female cate-

gories in the sample. This profile is congruent with that of Taiwan’s population ex-

cept that the average educational level in the sample was a little bit higher than that

of the general population (Monthly Report from the Executive Yuan of Taiwan,

2002). When the profile of this sample is compared with that of cable television

subscribers in other studies, this sample is found to be quite representative of Tai-

wan’s cable television subscribers (Li, 2003; Liu & Chen, 2000).

Market Competition and Subscribers’ Satisfaction

The frequency analysis for the market competition variable showed that 477 of the

841 cable television subscribers were from the monopolistic market, 54 respon-

dents were from the noncompetitive duopoly market, 298 respondents were from

the competitive duopoly market, and only 12 respondents were from the

oligopolistic market. Only 1 of the 51 franchise areas in Taiwan belonged to the

oligopolistic market, in which three system operators competed with each other in

the market. Twelve respondents in a cell was too small a number to have statistical

significance, and, thus, this study decided to combine the 12 respondents with

those from the competitive duopoly market, in which two system operators were

competing with each other in the market.

This study performed five one-way ANOVAs to understand the relations be-

tween market competition and subscribers’ satisfaction with system reliability,

program quality, customer service, community service, and overall satisfaction.

The results showed that the types of market competition had a significant effect on

subscribers’ satisfaction in terms of system reliability, F(2, 838) = 7.04, p = .001;

program quality, F(2, 838) = 5.98, p = .003; community service, F(2, 838) = 3.80, p

= .023; and overall satisfaction, F(2, 838) = 4.13, p = .016. Furthermore, this study

found that the types of market competition did not exert an effect on subscribers’

satisfaction with customer service, F(2, 838) = .93, p = .40. The post-hoc test—the

Least Significant Difference—was performed to better understand how subscrib-

ers’ satisfaction with system reliability, program quality, community service, and
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overall satisfaction differed in regard to the three types of market competition. The

results are summarized in Table 2.

Table 2 indicates that the mean scores of subscribers’ satisfaction with system

reliability differed significantly from each other among the three types of market

competition, and that the competitive duopoly market had the highest score for

subscribers’ satisfaction with system reliability, the monopolistic market had the

second highest score, and the noncompetitive duopoly market had the lowest

score. The data in Table 2 also demonstrate that the competitive duopoly market

had the highest mean of subscribers’ satisfaction with program quality, the monop-

olistic market had the second highest mean score, and the noncompetitive duopoly

market had the lowest. Furthermore, the mean score of the competitive duopoly

market differed significantly from those of the monopolistic and noncompetitive

duopoly markets, with these last two not being different from each other. This

study found that the monopolistic and the competitive duopoly markets did not sig-

nificantly differ from each other in terms of subscribers’ satisfaction with commu-

nity service, both of which in turn had significantly higher means than the noncom-

petitive duopoly market. In terms of subscribers’ overall satisfaction, this study

discovered that the competitive duopoly market had the highest mean for this vari-

able, the monopolistic market had the second highest, and the noncompetitive du-

opoly market had the lowest. Moreover, this study found that the means of overall

satisfaction did not differ from each other in the monopolistic and noncompetitive

288 LI

TABLE 2
ANOVA Comparison of the Three Types of Market Competition

Types of Market n M LSD at .05

System reliabilitya

Monopolistic 477 14.43 1–2, 1–3

Noncompetitive duopoly 54 13.37 2–1, 2–3

Competitive duopoly 310 15.03 1–2, 1–3

Program qualityb

Monopolistic 477 23.83 1–3

Noncompetitive duopoly 54 23.02 2–3

Competitive duopoly 310 25.06 1–3, 2–3

Community servicec

Monopolistic 477 17.83 1–2

Noncompetitive duopoly 54 15.76 1–2, 2–3

Competitive duopoly 310 17.41 2–3

Overall satisfactiond

Monopolistic 477 75.85 1–2

Noncompetitive duopoly 54 71.28 1–2, 2–3

Competitive duopoly 310 77.60 2–3

Note. ANOVA = analysis of variance; LSD = least significant difference.
aF ratio = 7.04, p = .001. bF ratio = 5.98, p = .003. cF ratio = 3.80, p = .023. dF ratio = 4.13, p = .016.
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duopoly markets, but both markets had significantly lower means of overall satis-

faction than the competitive duopoly market.

DISCUSSION

Competition and Satisfaction With Program Service

The first hypothesis of this study states that subscribers’ satisfaction regarding pro-

gram service will be higher in the franchise areas where competition exists than in

the areas where no competition exists. This study used system reliability and pro-

gram quality to measure program service. In terms of system reliability, it was dis-

covered that the competitive duopoly market had the highest score, the monopolis-

tic market had the second highest, and the noncompetitive duopoly market had the

lowest. The three types of market competition also significantly differed from each

other regarding this variable. The noncompetitive duopoly market was in the fran-

chise areas where two system operators belonging to the same MSO were compet-

ing with each other. This type of market competition was in fact not real competi-

tion. Therefore, the finding that the competitive duopoly market had a significantly

higher mean than either the monopolistic market or the noncompetitive duopoly

market accords with the prediction of Hypothesis 1. Furthermore, this study also

found that the competitive duopoly market had a significantly higher score for pro-

gram quality than the monopolistic market or the noncompetitive duopoly market.

Hence, the prediction of Hypothesis 1 was supported by the findings regarding

system reliability and program quality.

The finding that the noncompetitive duopoly market had a mean of satisfaction

with system reliability that was even lower than that for the monopolisticmarket was

unexpected in the study, because both types of market had no competition at all, and

there should have been no differences in the satisfaction scores regarding system re-

liability. A possible explanation for this finding may be that the respondents in the

noncompetitive duopolymarket did not know that the two system operators were ac-

tuallyfrom thesamecompany,and theyexpected tobenefit from competition.Previ-

ous studies on subscribers’ satisfaction with cable television showed that satisfac-

tioncameasaresultofabetter-than-expectedperformance(Jacobs,1995;LaRose&

Atkin, 1988). Therefore, it may be that respondents in the noncompetitive duopoly

market had a higher expectation than respondents in the monopolistic market be-

cause they thought there was competition in their markets.

Competition and Satisfaction With Customer Services

The second hypothesis of the study states that subscribers’ satisfaction regarding

customer service will be higher in the franchise areas where competition exists

than in the areas where no competition exists. The data analysis shows that the
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three types of market competition did not significantly differ from each other in

terms of the scores for satisfaction regarding customer service. Therefore, the find-

ings of this study do not support the prediction of Hypothesis 2.

When cable television was legalized in Taiwan, system operators put all chan-

nels (more than 70 channels) including HBO, Cinemax, and so forth into basic ca-

ble and only provided basic cable to subscribers. Taiwan’s cable television sub-

scribers have been used to having all channels in their basic cable. Furthermore,

subscribers are not keen on purchasing addressable converters for pay cable or

pay-per-view to work. Cable television system operators have for the past several

years tried hard to promote their pay cable and pay-per-view to their subscribers,

but they have not succeeded in their efforts, and so now most of the cable system

operators in Taiwan operate with only basic cable (Li, 2001; Liu & Chen, 2001).

This may be the reason why this study did not find significant differences among

the three types of market competition in terms of satisfaction with customer ser-

vice, because subscribers with only basic cable did not have a great deal of interac-

tion with the customer service personnel. Moreover, the majority of cable televi-

sion system operators rely on Taiwan’s many convenience stores, such as 7–11, to

collect subscribers’ monthly fees, which has further reduced the chances of sub-

scribers interacting with customer service personnel.

Taiwan’s Cable Television Law requires that all system operators complete the

establishment of their HFC architecture after obtaining licenses for certain years.

Most system operators have replaced their coaxial cable with HFC cable in the past

few years, during which time they have had to cut their services for some time or

their cable television signals would not have been stable. Some system operators

have done a good job in terms of informing their subscribers of possible unreliabil-

ity in system services, whereas others have not (Liu & Chen, 2000). This may be a

possible reason why subscribers’ satisfaction with system reliability differed sig-

nificantly among the three types of market competition, whereas subscribers’satis-

faction with customer service did not.

Competition and Satisfaction With Community Service

The third hypothesis of the study states that subscribers’ satisfaction with commu-

nity service will be higher in the franchise areas where competition exists than in

the areas where competition does not exist. An analysis of the data shows that the

monopolistic market and the competitive duopoly market did not differ in terms of

the means of subscribers’ satisfaction with community service, both of which had

significantly higher scores than the noncompetitive duopoly market. Therefore,

this finding partially supports the prediction of Hypothesis 3.

This study found that the noncompetitive duopoly market had the lowest mean

of subscribers’ satisfaction with community service among the three types of mar-

ket competition, and that the monopolistic market also had only one system opera-
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tor in the market, but that it had a much higher score than the noncompetitive duop-

oly market in terms of community service. This finding further confirms the

reasoning that respondents in the noncompetitive duopoly market had higher ex-

pectations regarding the performance of cable television system operators, and,

thus, they exhibited a lower mean of satisfaction regarding community service in

so far as their system operators were concerned. As stated previously, this study

conducted interviews on four experts to identify the types of market competition in

Taiwan. These experts mentioned that, in some franchise areas in Taiwan, it looked

as if there were two system operators, but as a matter of fact, the two system opera-

tors were only one because they belonged to the same MSO. These experts ex-

plained that, in this situation, the two system operators were running the cable tele-

vision systems in the same manner, including program service, customer service,

and community service, because the way in which they were operating the systems

was totally controlled by the MSO.

Competition and Subscription Rate

This study employed proportionate stratified sampling that was based on the popu-

lation percentage that each county or city had in terms of Taiwan’s population for

telephone interviews, which allowed the researcher to calculate the subscription

rate of each franchise area. In this study, the researcher performed a chi-square

analysis between the subscription rates and the three types of market competition

to better understand their relations. The results show that the three types of market

competition significantly differed from each other in their subscription rates, χ2(2,

N = 1051) = 11.44, p = .003, with the competitive duopoly market having the high-

est subscription rate (85.2%), the noncompetitive duopoly market the second high-

est (84.4%), and the monopolistic market the lowest (76.6%). The data analysis in-

dicates that the competitive duopoly and the noncompetitive duopoly markets did

not differ very much in terms of their subscription rates, and both had much higher

rates than the monopolistic market. This finding partially supports the prediction

of this study that a higher degree of market competition leads to better perfor-

mance of cable television system operators.

This finding indicates that, when there was more than one system operator in

the market, people were more likely to subscribe to cable television regardless of

whether these system operators were really competing with each other. However,

there had to be real competition in a market for subscribers to feel satisfied with

their cable television.

CONCLUSIONS

This study has examined the relation between market competition and media per-

formance in Taiwan’s cable television industry. The media performance of cable
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television systems was defined as the subscribers’ satisfaction with program ser-

vice, customer service, and community service. This study’s findings in general

support the idea of a positive relation between market competition and media per-

formance, which accords with most previous studies. Furthermore, this study also

found that there was a positive relation between market competition and media

performance when there was a moderate degree of competition in a market, which

is consistent with both Li and Chiang’s (2001) study and Van der Wurff and

Cuilenburg’s (2001) study. Future studies should try to explore the issue further to

see whether too much competition in a market leads to a poor media performance

to clarify the relation between market competition and media performance.

Moreover, the researcher suggests that more dimensions of media performance

in relation to cable television systems can be explored to better understand the rela-

tion between market competition and the performance of cable television. In addi-

tion to subscribers’ satisfaction, future studies could analyze the types of channels,

the content of local programming, the specific rules that customer service person-

nel follow, and the community service activities that cable television system opera-

tors actually involve themselves in to better measure the performance of cable tele-

vision systems.

This study adopted a telephone survey to collect data for analysis, but the re-

sponse rate was only 52.5%. As the Taiwan economy has developed, the use of

telephone surveys for marketing, business, or political purposes has become preva-

lent in Taiwan. More and more people in Taiwan are reluctant to receive telephone

calls for these purposes. Future studies should try to offer telephone interviewers a

solid training to improve on the response rates of telephone surveys.
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