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The Structure of Commercial Broadcasting Market
-- Many Faces of Market and Characteristics of Competition --
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Broadcasting market is characterized by “two kinds of demand (demand for TV watching time and for
channels)” and “two kinds of financial sources (revenue from advertisement and from consumer’s direct
payment).” If broadcasting carrier depends only on advertisement revenue, he has the incentive to increase
demand for TV watching time even though he decreases user fee. But at the same time, the number of
channels provided by carrier is restricted. Therefore, there is a room for pay-TV carrier to enter the market
because audience demand for channels is not sufficiently satisfied. In this paper, we show that the increase
of the number of channels caused by market entry of pay-TV carrier is possible to reduce TV watching time
for each broadcasting service, and is possible to promote withdrawal of commercial broadcasting carrier
from the market. And we derive the condition which parameters of channel demand function should be
satisfied in order for commercial and pay-TV broadcasting carriers to co-exist in the broadcasting market.
But , above results depend on the situation that the commercial broadcasting carriers enter the market and
that they get excess profit level. In this paper, we also examine which factors are important to explain
profit level of commercial broadcasting carrier. Our results show that profit of terrestrial broadcasting
carrier has stronger correlation with geographical variables or structural variables such as network affiliate
than variables of competitive situation. In other wards, the fragmented market structure caused by market
entry regulation or the restriction of the number of carrier by licensing system for commercial broadcasting
carrier is not direct factor for high profit level of commercial broadcasting market.
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