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Abstract

Digital technologies promote the revolution of broadcasting industry. By
using games and examples, this paper analyses the development models and com-
petitive strategies of local DTV platforms in China’s digital television industry
based upon the two-sided markets theory, and points out the possible develop-
ment models during the cycle of industry, the plausible price and non-price com-
petitive strategies when platforms face competitions.

Firstly, this paper reviews the classical researches about CATV from the as-
pects of market structure, market behavior and government regulation, and fur-
thermore the natural monopoly theory and the two-sided markets theory., Based
upon these reviews, this paper founds two-sided markets theory as the basic con-
figuration. We conclude the developed countries’ experiences and the primary
factors affected DTV industry to pave for the analysis of development models and
competitive strategies. Then we analyse the market environments of local DTV
platforms from the vertical and horizontal market structures, and illustrate the
technological and economic characters of DTV markets.

Secondly, this paper analyses the possible development models during the
cycle of DTV industry. In the first period, city platforms should make a low
price to encourage consumers entering into platforms. In the second period, plat-
forms should solve the price structure problems by taking marginal costs, cross
network externals and demand-price elasticity all into account integrally. In the
next period, platforms should compete with other firms which decreases the
whole firms’ profits. According to Qingdao’s DTV experiences, we find that the
government plays a positive role in the first period of DTV cycle.

Thirdly, we study the price competitive strategies of local platforms. By
comparing three models of discriminated pricing, union pricing and two-part tar-
iffs in two-sided markets, we find that platforms can make more profits by using
two-part tariffs model. Then we analyze the market equilibrium results while the
advertiser-supported television models transform into the pay -supported televi-
sion models. The results indicate that: The amount of pay-supported television is
smaller than advertiser-supported television, and the qualities of pay-supported
television are lower than advertiser-supported television. While the qualities are
constant, consumers’ well-being is higher under the advertiser-supported televi-

sion. While the qualities can change, consumers” well-being is higher under pay-
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supported television. Then we take the Hangzhou’s Interaction DTV for exam-
ple to explain the relative theoretical results,

Fourthly, this paper analyses two common non-price competitive strategies;
tying and multi-homing. According to the multi-dimensions naturals of product
differentiation, platforms can exclude competitors by tying. In two-sided mar-
kets, viewers are usually single-homing while integrated firms are commonly
multi-homing, and meanwhile integrated firms’ network externals are not signif-
icant. The results show that: the multi-homing behaviors intense competitions in
the viewers markets and decrease the platforms’ profits. Then we descript com-
petitions between OCN and BesTV in Shanghai’s digital markets to illustrate the
former theoretical analysis.

Finally, we take “Nanjing’s Speed” for example to connect the whole paper’
s configuration of development models and competitive strategies. Based upon
these analysis, we conclude the main points of this paper and then show pros-
pects for further studies.

Keywords: digital television industry; development models; competitive

strategies; two-sided markets
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