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This study examines ownership concentration in Taiwan’s cable television industry
by using concentration ratios (CR4 and CR8) and finds that Taiwan's cable systems
and channels are highly concentrated in the hands of a few media conglomerates,
meaning that the cableindustry has become more oligopolistic. Communicationsre-
searchers in Taiwan should pay more attention to media ownership concentration
across various communications industries or conduct further studies on
cross-industry concentration in the communications sector.

Talwan's cable television industry emerged in the late 1970s as an underground
medium because the Taiwanese government had banned the new service from its
outset, arguing political and national security concerns. Y et, Taiwan’s population
quickly embraced cable television dueto the paucity of programming provided by
thethreeterrestrial television stations. Consequently, Taiwan’scabletelevisionin-
dustry was a significantly profitable venture, despite being illegal.

After cabletelevision waslegalized in July 1993, the industry experienced tre-
mendous changesinterms of its market scale and structure. The penetration rate of
Taiwan's cable television service increased rapidly, going from 39.3% in 1992 to
56.2% in 1993, and growing to 66.3% in 1994 (“ The growth rate of cable televi-
sion,” 1997). Moreover, Taiwan's business conglomerates paid more attention to
the “new” profitable service and became interested in cable television operation.
Asaresult, mergersand acquisitionsamong Taiwan' s cable systems have dramati-
cally changed operation and ownership of the cable industry.
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In 1996, around 130 cable television systems were operating (Y ang, Kwan, &
Mo, 1996), down from 501 in 1993 (Taiwan Provincial Government, 1994). Cur-
rently about 100 systems serve Taiwan. According to the government, the highest
merger rate was located in Hualien County, eastern Taiwan, during 1993-1994.
The amount of cable system operators in the county declined from 27 in 1993 to
only 3 by 1994 (Taiwan Provincial Government, 1994). Apparently, the tendency
toward ownership concentration and market conglomeration in the cable televi-
sion industry has not been surprising to Taiwan’s business community.

BACKGROUND

Sincethe 1980s, the most dynamic aspect in Taiwan' s mediaindustry has been the
rapid proliferation of cabletelevision (Heuvel & Dennis, 1993). Dueto Taiwan's
mountainous topography, its community antenna television (CATV) systems
emerged when privately operated systems were built to serve as television signal
boostersand clarifiersto strengthen broadcasting signalsfrom terrestrial television
stations to households in remote areas with poor reception. Based on information
from government records, Wong (1984) statesthat Taiwan’ sfirst cable television
system started in Keelung, aharbor city in the north of Taiwan, in 1979. However,
the cable television industry claims that the earliest cable television system
emerged as early as 1969 (Kwan, 1992; Hsu, 1996).

In Taiwan, cabletelevision hascommonly been known asthe fourth channellin
order to differentiate it from the existing three legal terrestrial television stations.
Research indicates that Taiwan's initial fourth channel operated similarly to the
current cabletelevision system. Asmany people predicted, theillegal fourth chan-
nel became more and more popular after the 1980s because it provided more pro-
gramming choices than did broadcast television (Tsang, F. T., 1989).

In the 1990s, Taiwan's underground cable television industry enjoyed speedy
growth after the Taiwanese government legalized Ku-band satellite receptionsin
late 1988 and home installation of C-band satellite dishesin 1992 (Rampal, 1994).
The penetration rate of cable television in 1990 reached 11.35% of television
households, with Taipei City at 10.9% and some counties reaching penetration
rates as high as 23% (Fu, 1991). In the early 1990s, fourth channel operators pro-
vided subscribers with 30 to 40 channels and 24-hour programming for a bar-
gain-basement monthly fee of US$11 to US$22 (Hwang, 1996a).

Thefourth channel was exposing its audience to awide range of programming,
such as unauthorized Hong Kong soap operas, Japanese variety shows, pirated
movies, and even pornography (Tsang, F. T., 1989). As Palmer (1992) observed,
fourth channel operators simply played a selection of videotapes rented from local

The fourth channel is the colloquial name for unsanctioned cable television systemsin Taiwan.
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video stores. In addition, some offered stock market information, weather reports,
language lessons, travelogues, and even religious programs with content ranging
from Buddhist to Roman Catholic.

Nevertheless, the Government Information Office (GIO), Taiwan's regulatory
ingtitution for media, declared that the fourth channel violated the Broadcasting
and Television Law, the Copyright Law, the Criminal Law, the Sales Tax Law,
and relevant telecommuni cations laws (Government Information Office, 1991). It
isinteresting to note here that the basic ideol ogy behind Taiwan’ sregulations prior
to the 1970s was that something wasillegal if it was not specified aslegal by stat-
ute. Conseguently, the fourth channel was, ipso facto, illegal because there were
no regulations governing the cable television industry at the moment of its emer-
gence. The GIO claimed that the fourth channel violated broadcasting laws simply
becausetheselawsdid not dictate how cabletelevision could be operated or how to
regulate the new medium. Thus, the Taiwanese government prohibited the fourth
channel from its beginning.

However, the government’s effort barely had any effect. The strong demand
from audiences for variety in television programming had made cable television
extremely profitable and began to lure more people to invest in the business (Liu,
1993). For instance, by broadcasting pirated programming and paying no copy-
right royalties, the fourth channel enjoyed booming success and brought in reve-
nue of approximately US$185 million annually for its operators from the
mid-1980s to 1993, the time before the government legalized the cable industry
(Baum, 1993). Even though the government did not recognize the industry asale-
gal businessin Taiwan, expansion of cabletelevision never stopped during the last
decade. The total number of operators involved in cable television increased sig-
nificantly, and the entire industry operated outside of government control (Shih,
1992). According to a survey conducted by the Taiwan Provincial Government
(1994), the number of system operators and subscribers increased from 125 sys-
tems and 800,000 subscribersin 1989 to 625 systems and 2 million subscribersin
1993. In other words, the number of cable television systems increased five-fold
and subscribers more than doubled within four years.

In early 1990, more than 200 fourth channel operatorsformed the Cable Televi-
sion Association, hoping to promote self-regulation and to achieve legalization. In
September 1990, 21 fourth channel operators—with the support of Taiwan’slarg-
est opposition political party, the Democratic Progressive Party (DPP)—set up
their own organization, the National Democratic Cable Television Association, to
fight for their cablecasting rights (Tsang, Y. C., 1991). Moreover, more than 100
fourth channel operators, who had long been in thisindustry, became the most ac-
tive lobbyists by organizing the Association for Broadcasting in Cable Develop-
ment and won the support of several legislators while the law was being
formulated. Meanwhile, in responseto the call for legalization from fourth channel
operators, the Executive Yuan (similar to the U.S. State Department) drafted the
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Cable Television Law in August 1990, and the Legidative Yuan (similar to the
U.S. Congress) passed the law in July 1993.

After the enactment of the Cable Television Law, mergers and acquisitions be-
came commonplace in Taiwan's cable industry. In November 1993, the GIO re-
leased temporary regulations for theillegal fourth channel before the government
issued licenses; 680 systems cameto register. This number dropped to 300 system
operators at the end of 1994 and further decreased to 150 in early 1996 (Hwang,
1996h). Thereafter, thistendency toward ownership concentration and conglomer-
ation was repeated in the cable market (Y u, 1996), such that the number of cable
system operators decreased from 150 in 1996 to approximately 100 in 1999.

TheKing Channel CATV Company is a perfect example of this merger mania.
King Channel has a system with 85,000 subscribers in Taipei City, and it is the
product of mergers and acquisitions of 10 independent systems. In Taipel County,
northern Taiwan, thetotal number of cable systemsdeclined from 75 in early 1990
to around 20 by mid-1997 (Y uan, 1997).

THEORETICAL ASPECTS AND LITERATURE REVIEW

Intheprocessof searchingfor profits, capitalistsare continually forced to eliminate
competitorsin order to reduce the expenses and risks generated by competition. In
the process of seeking solutions, thismerger—acquisition strategy hasdefinitely be-
come a dominant tendency in modern capitalism (Bettig, 1996).

The Report of the Special Senate Committee on Mass Media of Canada sug-
gested anumber of factorsthat accelerate the trend toward concentration: (1) large
corporations can easily raise necessary capital, (2) competition encourages large
corporations to withstand short-term losses until they eliminate competitors, and
(3) concentration generates higher profits (Clement, 1975). Similarly, Fusfeld
(1988) lists the forces encouraging concentration within the modern economy: (1)
astrong technological imperative, (2) the need for predictable profit rate, and (3)
assured economic planning. In addition to these factors, Murdock (1994) adds that
privatization encourages economic concentration.

Economicconcentrationrefersto* theextent towhichtheeconomicactivity of an
industry or the whole economy is conducted in the largest firms’ (Bowles & Ed-
wards, 1985). As early as the 19th century, a phenomenon became increasingly
clear. Stateinterferenceinthe massmediawashbeing replaced by theideol ogical in-
fluences of mediaowners (Murdock, 1994). Since then, the trend toward corporate
concentration hastaken place not only inthe U.S., but also around the world (Dye,
1995; Fusfeld, 1988). L argecorporationshavebecomethecentral i nstitutionsof our
age, similar totheposition of theRoman Catholic ChurchduringtheMiddie Ages.

To answer the question of how concentration occursin large U.S. corporations,
Fusfeld (1988) presented four stages of concentration in the United States. The
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first stage came between the late 19th century and the early 20th century
(1897-1898 to 1902—1903) and marked the emergence of the capital market. The
second stage began after World War | (1924-1925 to 1930-1931) and marked the
emergence of the oligopolistic market. The third stage began in the mid-20th cen-
tury to the 1970s and marked the domination of large corporations. Finally, the
stage after the 1970s marked the growth period of conglomerates.

Currently, economic power inthe United Statesishighly concentratedinasmall
number of corporations, whose power isincreasing gradually over time. The 200
largest corporations controlled over 60% of total U.S. assets in 1977, increasing
from 45%in 1945 (Herman, 1981). Based on 1990 figures, the 100 largest corpora-
tions controlled 74.6% ($1.2 trillion) of the nation’s total industrial assets (Dye,
1995). The five largest corporations—General Electric (GE), General Motors
(GM), Ford Motors, IBM, and Exxon—control over 28% of total industrial assets
(Dye, 1995). Insum, datafromthe Federal Trade Commission show that theaverage
degree of concentration in U.S. industries is approximately 60% (Fusfeld, 1988).

Three primary forms of corporate concentration are evident in the communica-
tionsindustry: (a) to own alarge number of firmswithinasingle medium, that is, to
increase the concentration of market share (Albarran, 1996), (b) to cross-own dis-
tinctive media (Wasko, 1984), and (c) to add ownership of awhole array of media,
not just one medium and not just cross-ownership of different media (Murdock,
1982). For example, Time Warner (now AOL Time Warner) owns various media
outletsincluding filmand tel evision studios, tel evision stations, cable channelsand
systems, music record labels, and magazines (“Big and bigger,” 1995).

Researchers have noticed that the mass mediahave been among thefavoritetar-
getsfor concentration activities (Dye, 1995; Exo0, 1994). Dyereveal sthat concen-
tration in the communications sector is even greater than in other industries.
Zucconi (1986) shows that 98% of U.S. daily newspapers have no competition;
1,656 of 1,700 dailies are the only newspapersin their respective cities. Bagdikian
(1989) stated that most local newspapers are monopolies. The three largest televi-
sion firms own one third of al radio and television stations; the seven sec-
ond-largest firms own only one tenth. The two largest cable television multiple
system operators (MSOs) serve more than one third of all subscribers. Further-
more, a study conducted by Monroe found that the concentration of ownership in
the mediaoccurred not only within the four major media (newspapers, magazines,
radio, and television) but al so acrossthe mediaindustry asawhole (Monroe, 1967,
cited in Clement, 1975).

In his study of media chains and groups from 1977 to 1989, Waterman (1991)
found that national ownership concentration level had increased for the four larg-
est daily newspaper chains (from 20.9% to 24.7%) in terms of their average daily
circulation, the four largest cable television multiple system operators (from
24.5%t0 37.3%) interms of their basic subscribers, and the four largest moviethe-
ater operators (from 13.8% to 30.1%) in term of their screens, whereas concentra-
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tion of broadcast television station groups experienced a dlight decline (from
20.8%in 1977 t0 19.9% in 1989) in terms of their average net weekly circulation.
In addition, the production of filmed entertainment was dominated by 11 large
firms, which obtained 89.2% to 98.7% shares of domestic film rentals between
1987 and 1992 (Wasko, 1995).

Inregardto the U.S. cableindustry, asignificant consolidation of ownership of
cable systems has taken place through a combination of mergers and acquisitions
during the past two decades (Howard & Ogles, 1994). The market share of the 50
largest M SOs increased from 60.1% in 1972 to 74.2% in 1985, and to 82.3% of all
subscribersin 1994 (Howard & Ogles). Chan-Olmsted (1997) reviewed the merg-
ersand acquisitionsintheU. S. cableindustry and discovered that mergersand ac-
quisitions increased significantly between 1991 and 1995, especially after 1993.
Accordingly, Howard and Ogles confirmed that large corporations control most
cable systemsin the United States.

Examining the degree of concentration in the cable television industry using
concentration ratios (CRs), Atkin (1994) found that the CR of the four largest
firms (CR4) of the cable television industry was 24.2% in 1983; but by 1992, the
CR4 had expanded to 42.3%. In early 1995, according to another study, the CR4
was 49.4%, and the CR of the eight largest firms (CR8) was 63.6%, which implies
that the cable television industry is a moderately concentrated market structure
with strong market power centralization in the hands of the four largest firms
(Chan-Olmsted, 1996). In conclusion, Howard and Ogles (1994) commented that
concentration of ownership in cabletelevision wasexpected to accelerate asthein-
dustry continued to consolidate.

MEASURING CONCENTRATION OF OWNERSHIP

Inthisarticle, concentration of ownership refersto the degreeto which aparticular
industry iscontrolled by individual firms. Threeindexes have been devel oped that
attempt to measure the concentration of structural competition in marketssincethe
1950s: the CR, the Lorenz Curve, and the Herfindahl-Hirschman Index. The CRis
used to compare theratio of total revenue of the major playersin aparticular mar-
ket, the four largest firms (CR4) or the eight largest firms (CR8), with revenue of
the entire industry. The Lorenz Curve interprets the inequality of market share
among different firms. The Herfindahl-Hirschman Index iscal culated by summing
the squared market shares of all firmsin agiven market to provide a measure that
varies from 0 to 10,000 (Albarran, 1996; Bates, 1993;Waterman, 1991). The CR
dominates as the research focus for analysis of market power and its effects,
whereas the Herfindahl-Hirschman Index is probably the most sophisticated mea-
surement (Albarran, 1996; Shepherd, 1987). In order to gauge market concentra-
tion, theU.S. Department of Justice primarily relieson bothindexes(Atkin, 1994).
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Because CRisthepreval ent measurefor market concentrationwithinaparticular
industry and hasbeen frequently used to measure concentration within mediaindus-
tries(Albarran & Dimmick, 1996), thisstudy employsCRtoinvestigatemarket con-
centration and conglomeration of Taiwan’ scabletelevisionindustry. Inadditionto
calculating the CRs (CR4 or CR8) of Taiwan’s cable system and channel markets,
thisstudy al soinvesti gatesownership concentration of mediaconglomerates/chains
inthe cablemarket by cal culating chain CRs(chain CR4 and CR8). Thechain CR of
the cable system market is calculated by comparing the ratio of total subscribers
served by the major cable conglomerates, or M SOs, to the subscribers of the entire
market. Meanwhile, the chain CR of the cable channel market comparestotal reve-
nue of the major playersto total revenue of the entire market.

Commonly, if the four-largest-firmratio (CR4) isequal to or greater than 50%,
or if the eight-largest-firm ratio (CR8) is equal to or greater than 75%, then the
market is considered highly concentrated (Albarran & Dimmick, 1996). Follow-
ing the guidelines of the U.S. Justice Department, this study regards amarket to be
concentrated if the CR4 is higher than 35%, or the CR8 is higher than 50% (Atkin,
1994; Chan-Olmsted & Litman, 1988).

In short, this study investigates the following research questions:

RQ1: What are the CR4 and CR8 of Taiwan’s cable systems?

RQ 2: How many cable systems do the major media chains of Taiwan
own?

RQ 3: What are the chain CR4 and chain CR8 of Taiwan's cable system
market?

RQ 4: What are the CR4 and CR8 of Taiwan's cable channels?

RQ 5: How many cable channel companies do the major media chains of
Talwan own?

RQ 6: What are the chain CR4 and chain CR8 of Taiwan’s cable channel
market?

METHOD

As of October 1999, 133 cable system companies and 66 channel companies
(operating 109 cable channels) had registered with the GIO. After contacting all
systems and channel companies by phone, the researcher found that some had
merged, gone out of business, or had operated less than 1 year before this study
began. Therefore, the total qualified sample for this study consists of 96 cable
systems and 52 channel companies.

Infact, no officia statistical data, such astotal subscribersand annual revenue,
is available to the general public or for this study because aimost all of Taiwan's
cable systems are not yet publicly owned. First, the researcher mailed aletter with
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a simple questionnaire survey to each cable system and channel company in No-
vember 2000, requesting basic operation data. The major questions in the survey
focused on ownership, incomes and expenses, numbers of subscribers, and aver-
age revenue in 1998. Approximately 3 weeks later, 49 cable systems companies
and 31 channel companies had responded to this survey and mailed questionnaires
back. The response rates were 51% and 60%, respectively.

Following the simple questionnaire survey, other research methods were em-
ployed to acquire additional data from all cable system and channel operators.
Telephone and personal interviews with presidents, managing directors, or finan-
cial managerswere conducted, explaining the research purpose again and persuad-
ing them to release necessary figures and information for this study. After
contacting all cable system companies and channel companies, the researcher ob-
tained supplementary but substantial market data released by reliable but anony-
mous professionals working in cable-related industries, including people in
high-ranking management positions of cable channel distribution agents and ad-
vertising agencies, as well as cable market analysts. With constant pursuit, the re-
searcher obtained all data of revenue from the top 10 cable channel companiesfor
the CR4 and CR8 ratio calculations.

Even though multiple methods were employed to gather the required data,
obtaining the revenue figures from all cable system operators remained prob-
lematic. The major reason why most cable system companies were unwilling
to release their revenues was because they are privately held companies,
hence, they considered these figures to be proprietary. Despite that the usual
denominator for calculating CRs is revenue, researchers comment that there
seems to be little reason to expect nonrevenue measurements to be biased
(Waterman, 1991). In addition, the CR to be used is often determined by which
statistics are most available (Chan-Olmsted, 1996). As aresult, this study does
not use average revenue as the unit of measure for calculating CRs of the cable
system market, but, instead, uses the number of subscribers. As mentioned in
the previous section, this study calculates the CRs of both the system market
and the channel market, as well as the chain CRs to investigate media chain
ownership in Taiwan.

During the research process several problems emerged. First, data concerning
the cable industry is difficult to delineate because almost all cable system compa-
nies and cable channel companies are privately held. Second, there is no single
source, including government institutions and industry associations, that collects
all necessary figures, such as subscribers and revenue for this study. Therefore,
this study had no alternative but to contact various sourcesto collect as much data
as possible and to employ mixed research methods.

In addition, figures collected from various sources are not usually consistent.
It is often confusing and troublesome to investigate which figure is more accu-
rate if figures released by various sources have large differences. To obtain reli-
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able data to ensure the credibility of this study, the researcher cross-examined all
collected data in detail, and made several contacts with senior market analysts
and high-ranking industry insiders. As an example, the difference between the
figures for total cable paying subscribers in Taiwan between the two largest ca-
ble channel distribution agents was less than 1%. In other words, even though
the figures collected by this study are not official data and are culled from vari-
ous sources, it is fair to consider that they are comparatively reliable and pre-
sumably identical to market facts. As a result, this study added up al figures
received from all sources, then divided the figure by the number of sources to
determine the fina number of subscribers or revenue for analysis.

RESULTS

Ashasoccurredin the United States, the tendency toward conglomeration existsin
Talwan's cable television industry, where the number of system operators de-
creased from 625 in 1993 to around 100 at the end of 1999. Taiwan’ s cable system
market is currently dominated by four domestic media conglomerates, including
two large M SOs—the United Communications Group (UCG) and the Eastern Mul -
timedia Group (EMG)—and two small MSOs—the Pacific Media Group and
Jia-Sheen Group.

At theend of 1999, Taiwan had approximately 3.21 million paying subscribers,
about 57% of 5.6 million existing households.2 Currently, 650,000 to 800,000 pi-
rate cable receivers exist in Taiwan (approximately 20% to 25% of paying sub-
scribers).3 Therefore, by rough estimation, the penetration rate of Taiwan's cable
service during 1999, including both paying subscribers and pirate receivers, was
around 70%.

Asof October 1999, there were 133 cable system companiesthat had registered
with the GIO. However, the qualified sample of this study consists of 96 cable sys-
tem companies. In other words, 37 system companies had merged or gone out of
business but had not reported to the GIO before this study was conducted.

2At the end of 1999, there were reportedly 6.53 million households in Taiwan
(http://www.ris.gov.tw) but approximately 15% of them were considered to be empty households. Thus,
the accurate figure of householdsin 1999 in Taiwan would be about 5.6 million.

3The number was estimated by Max C. Lin, marketing manager of Filmate I nternational Inc. Filmate
isthelargest cable channel distribution agent in Taiwan. Most cable system operators commonly per-
ceivethepercentage asthe actual cable—pirated rate of Taiwan. Infact, pirating hasbeen anissueof con-
cernto both the government and the industry. Pirating occurred from the beginning of illegal operation
of the cable operatorsin the late 1970s and became more complicated during the period of mergersand
acquisitions of cable systemsin the 1990s. Even though cable operators have been making attemptsto
stop the pirating phenomenon, it is not a simple problem and is growing more complex over time.
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Ownership Concentration of Cable Systems

The largest cable system company served 178,000 subscribers or 5.6% of total
households; the second largest served 102,500 subscribers; the third largest
served 95,000 subscribers; and the fourth largest served 79,500 subscribers.
Thus, the four largest systems served 455,000 subscribers, resulting in a CR4 of
14.2%. The eight largest systems served 760,500 subscribers, resulting in a CR8
of 23.7% (see Table 1).

Meanwhile, the largest M SO owned 28 system companies reaching 1.1 mil-
lion subscribers in Taiwan, the second largest owned 23 system companies
reaching 1.06 million subscribers, the third largest owned 3 system companies
and reached 176,000 subscribers, and the fourth largest owned 5 system com-
panies reaching 54,400 subscribers. Among all 96 system companies, 3 cable
system companies were invested in by both of the largest two M SOs. Overall,
thefour M SOs controlled 56 system companies (58%) of the total 96 cable sys-
tem companies, reaching 2.38 million subscribers (74.3% of total cable
homes).

According to guidelines determined by the Justice Department of the U.S,, a
market is considered concentrated if the CR4 ishigher than 35% (Chan-Olmsted &
Litman, 1988; Atkin, 1994). This study concludes that the chain CR4 of the cable
system market is 74.3%, which implies that Taiwan's cable system market is
highly concentrated and predominantly controlled in the hands of the four cable

TABLE 1
Ownership Concentration of Taiwan’s Cable System Market (1999)

Variables Subscribers Market Share
Systems
Total systems (96) 3.21 million
Largest system 178,000 5.6%
Second largest 102,500 3.2%
Third largest 95,000 3.0%
Fourth largest 79,500 2.5%
Top four system 455,000 (CR4 = 14.2%)
Top eight systems 760,500 (CR8 = 23.7%)
MSOs
Total MSOs (4) 2.38 million
Largest MSO 1.10 million 34.2%
Second largest 1.06 million 32.9%
Third largest 176,000 5.5%
Fourth largest 54,400 1.7%
Top four MSOs (56 systems) 2.38 million (CR4 = 74.3%)

Note. CR = concentration ratios; MSOs = multiple system operators.
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television conglomerates. Because Taiwan's cable system market is divided into
51 independent franchise areas, the CR4 and the CR8 of the cable system market
arelessmeaningful for analysisof ownership concentration of Taiwan'scablesys-
tem market as awhole.

Ownership Concentration of Cable Channels

Asof October 1999, there were 66 companies operating 109 GIO registered cable
channels. However, the qualified sampl e of thisstudy consistsof 52 companiesop-
erating 87 cable channels. In other words, 14 channel companies had merged or
goneout of businessand had not reported to the GIO, or had existed lessthan 1 year
without annual revenue to report before this study was conducted.

Asfor total revenue of Taiwan’s cable channel market in 1998, this study could
not compute it by using data provided because not all surveyed cable companies
were willing to release their revenue figures. However, market analysts and re-
searcherscontributed figuresand formulasfor cal culating channel market revenue.
Rainmaker (1999), a market survey company focusing on electronic mediaindus-
tries, reported that the total revenue of Taiwan's cable channelsin 1998 reached
$12.7 billion New Taiwan dollars (NT$), approximately equivalent to US$416.3
million.41naddition, astudy conducted to estimatetotal revenueof Taiwan’ sbroad-
casting and film industries concluded that the advertising income of cable channel
companiesequal ed approximately 74% of revenueyiel ded by thewhol e cablechan-
nel marketin 1998 (Peng & Wang, 1997). Asaresult, thisstudy computed thetotal
revenue of Taiwan's cable channel market at US$562.6 million.

Asindicated in Table 2, there were 52 channel companiesin 1999, operating 87
cable channelswith total revenue of US$562.6 millionin 1998. Asindicatedin Ta-
ble 2, the largest company operated 5 channel s with revenue of US$142.1 million,
followed by the second largest, which operated 3 channels with revenue of
US$69.2 million. Moreover, the third largest operated 5 channels with revenue of
US$68.9 million, followed by the fourth largest company, which operated 7 chan-
nels with revenue of US$49.8 million.

Overdll, thefour largest channel companiesoperated atotal of 20 channelswith
revenue of US$330 million, and the CR4 was 58.7%. The eight largest companies
operated 36 channels with revenue of US$429.9 million, and the CR8 was 76.4%.
Taiwan's cable channel market is highly concentrated as estimated by both CR4
and CR8 ratio.

Moreover, the largest cable channel chain, owning the largest channel com-
pany, operated 5 channelswith revenue of US$142.1 million, followed by the sec-
ond largest chain, which owned channel companies operating 6 channels with

“Thisstudy used an exchangerate between U.S. dollarsand New Taiwan dollarsat US$1=NT$30.5.
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TABLE 2
Ownership Concentration of Taiwan’s Cable Channel Market (1999)

Channel Companies No. of Channels Revenuein 1998 Market Share
Total companies (52) 87 US$562.6 million (NT$17.16 billion)
Largest company 5 US$142.1 million (NT$4.33 billion) 25.3%
Second largest 3 US$69.2 million (NT$2.11 billion) 12.3%
Third largest 5 US$68.9 million (NT$2.10 hillion) 12.2%
Fourth largest 7 US$49.8 million (NT$1.52 hillion) 8.9%
Top four companies 20 US$330 million (NT$10.06 hillion),

CR4 =58.7%
Top eight companies 36 US$429.9 million (NT$13.11 hillion),

CR8 =76.4%
Largest chain 5 US$142.1 million (NT$4.33 hillion) 25.3%
Second largest 6 US$86.2 million (NT$2.63 hillion) 15.3%
Third largest 3 US$69.2 million (NT$2.11 billion) 12.3%
Fourth largest 7 US$49.8 million (NT$1.52 hillion) 8.9%
Top four chains 21 US$340.3 million (NT$10.38 hillion),

CR4 =61.8%
Top eight chains 35 US$453.3 million (NT$13.83 hillion),

CR8 = 80.6%

Note. NT = New Taiwan dollar; CR = concentration ratios.

revenue of US$86.2 million. Thethird largest chain owned channel companies op-
erating 3 channelswith revenue of US$69.2 million, followed by the fourth largest
chain, which owned channel companies operating 7 channels with revenue of
US$49.8 million.

In sum, thefour largest cable channel chains owned channel companies operat-
ing 21 channels with revenue of US$347.2 million and a CR4 of 61.8%; the eight
largest cable channel chains owned channel companies operating 35 channel swith
revenue of US$453.3 million and a CR8 of 80.6%. Adhering to the standard of the
U.S. Justice Department, this study confirms that Taiwan's cable channel market
isalso highly concentrated, with control predominantly inthe hands of major cable
channel chains as estimated by both CR4 and CR8 ratios.

CONCLUSION

Bagdikian (1992) stated that 50 corporations controlled most of themajor mediain
the United Statesin 1983, and that the figure had fallento lessthan 20in 1992. Fur-
thermore, in a subsequent study, Bagdikian (2000) concluded that the U.S. media
industry continues to experience further consolidation. As for cable television,
Chan-Olmsted (1996) confirmed that the U.S. cable industry is approaching a
strong oligopolistic market. This study concludes that, comparableto the U.S. ca-
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bleindustry, Taiwan’s cable industry has al so become more oligopoalistic, central-
ized under the control of a small number of media conglomerates.

In 1999, the CR of the four largest cable system conglomerates (chain CR4)
was 74.3%, meaning that Taiwan's cable system was highly concentrated and
tightly controlled by a few media conglomerates. As for Taiwan's cable channel
market, the CR of thefour largest firms (CR4) was 58.7% and the CR8 was 76.4%.
Additionally, the CR of the four largest cable channel conglomerates (chain CR4)
was 61.8%, and the chain CR8 was 80.6%. Similar to the U.S. cable market, Tai-
wan’ s cable channel market was al so tightly concentrated in the hands of fewer ca-
ble conglomerates.

Engaging in a similar strategy exercised by Tele-Communications Inc. in the
U.S. cable market of acquiring interests in cable channels that provide program-
ming for cable systems (Picard, 1996), thetwo largest M SOs of Taiwan, UCG and
EMG, vertically integrated the cable market by investing in cable channel compa-
nies. According to the findings of this study, UCG owns 28 cable system compa-
nies and channel companies operating 6 cable channels, representing the largest
M SO and the second largest cable channel chain in Taiwan. EMG owns 23 cable
system companies and cable channel companies operating 7 cable channels, mak-
ing it the second largest M SO and the fourth largest cable channel chain. Perceiv-
ably, ownership of Taiwan's cable industry will be more concentrated in a few
media chains when they integrate both horizontally and vertically more cable sys-
tems and cable channels.

In addition to the cable industry, UCG and EMG have similar interestsin in-
vesting in other mediamarkets. UCG owns 13 communications-related firms such
as advertising, marketing, public relations, and publication services, whereas
EMG owns 7 such firms, including advertising, marketing, radio stations, newspa-
pers, magazines, and direct satellite services (Chen, 1999). In recent years, two
conglomerates have eagerly aimed at the broadband service market. Currently,
both UCG and EM G own Internet service companies. Besidesthis, both conglom-
erates began their new wire-telephone services in 2001 because the Taiwanese
government granted licenses in March 1999 allowing them to offer potentially lu-
crative fixed-network telecommunications services. Apparently, thisisatendency
toward convergence for Taiwan’s media conglomerates by promoting cable tele-
vision, Internet connection, and wire-tel ephone servicesto householdsviaonesin-
gle broadband connection.

Based on this study, Taiwan's communications industries will predictably be
increasingly concentrated in the hands of a few media conglomerates like UCG
and EMG. Even though the market data concerning communicationsindustriesare
rather difficult to collect in Taiwan, this study suggests that communications re-
searchers need to pay more attention to concentration of media across various
communications industries and further studies on cross-industry concentration in
the communications industries.
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