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Analysis in the Equilibrium and Social Welfare of the
Local CATV Market Structure

Wu, Dachrahn and Peng, Chien Chiang

Abstract

A theoretical model is proposed to analyze the local market struc-
true of CATV. Vertically, we divide the local market of CATV into
the upstream market where channel program providers trade with local
systems and the downstream markets where local systems trades with
consumers. It is supposed that the upstream market is a differentiated
oligopoly. Two cases of the downstream markets are considered: the
local monopoly (1 system) and the local oligopoly with price competi-
tion (2 or more systems). Compare these local market structures, we
find that if the program quality and the authorized fee are equivalent,
the subscription price is higher in case of local monopoly, and if the
number of channels exceeds the system capacity and the subscription
prices are equal, the program quality is higher in case of local
oligopoly with price competition. This implies that the consumer
surplus of local monopoly is lower. By welfare analysis, we also
derive: 1. The less of the costs of headend equipment, of trunk line,
and of signal amplifier, the more advantage of the local oligopoly, and
2, Exceeding competition in downstream market induces lower social

welfare.



