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The Economic Effects of Clustering of CATV
Channels

Sangkyu Rhee*

Abstract  System operator (SO) purchases broadcasting channels from pro-
gram providers (PPs), allocates channel number to each broadcasting channel,
and broadcasts those channels to subscribers (viewers). Channel allocation is
the SO’s sole competence. There is no common rule for SO to allocate channel
numbers to broadcasting channels. Usually channel numbers are randomly al-
located irrelevant to the characteristics of broadcasting channels. Therefore the
same broadcasting channel has different channel number across SOs. As a result
viewers search lots of channels to find their most preferred channels. It generates
huge search and learning cost to viewers. This article analyzes economic effects
of ‘Clustering Channel Allocation’ that allocates adjacent channel numbers to
broadcasting channels which have the same or similar characteristics using two-
sided market model. According to this article channel clustering increases view-
ers’ cable TV subscription, subscription rate, and SO’s profits. Viewers’ benefit
increases or decreases depending on the size of reservation values of viewer.
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3.3.2 System Operator

73 5914 AR 00) H ARG Y27t 0] HE A
AR B} Aol the 3t 2k

{a+m2_m1(m1—|—1)+ml my—2 m1—4+m+1}
2m m m m m
2 1 12
B a+m my(my+1) :(m1+ ) 26)
2m 4dm

A @622 3E (42 13t § A5 the el BelE 22T 4 dtk
Hel 2. BEAY AAoRRY Qe §EAANE v—a+y
S o = 1) (3my+1
A S07k TA ALBAYE B AL a> g 4 (i)
m —ml m1+1 oW, a < — ig_}_ (m1+1i(;’lm1+1) ol pzA Sa+ ™ _ml(ml+])7]_ A
o

5. A QOREE U271 A FAF YL a+y - utipmt]

ok

O] QT;]' m—3m1,m1>10]U§a+2 M>Oo] A—]%g]_q_ ]:q_
2A] @ > — 4 tOmED) o) oy J,]XJA]ZJE‘_—_G+M7]_Q\I] a<
';ur(ml“)# oW HANHBE L g4 ™ —mlmtl) ) A A e, u

Remark 2. [Hg] 2|22 F ¢ > —2 4 Omtl o)y w = X327} SO
ol 7143k N(pg,y) = 10] B 1], a < % 4 LBt o 1 2] 921+
SO 7S Z 75k N(py,) < 1] STk,

B Aol s 5507 9o AYAAN L T 4 A
AAN AR, 54 S09) o] &, A WA S| FAlo] 77} o} @ W

29 49 2 Sl Qe AR A ALt 00] 5
9 T WA A A58t 10 A ARAARE Zzbar -2+
43y L g memntl) o) ey,

2m

—3m1 1EET A8 Abololl thzo] #A 7 A" T
m*—my(m;+1) 1 m—-2 m—4 3 1
{a+ . polat s+ — =+ — +—+—}




ol &t 409

o]t SO7t BUT WEADER ALAAH L Seiehs 2 sl WA
s Aol HA T e A A4 B 8, el 8ol v Al
w2 A1 2] B ejo] F7Hsto] 48145 87} S e A Bk Aol w
2 5 S0L A AN AT 9o A A4 A

BozRE theo fE4elE 228 5 AT

whE el LYY A4S RHAN 7R T ATk, 55 S0 o 22
Qo) AFAA AuTHE ALAY A F7HEC

o
i)
o
oX,
ek
4>
30
%
o
L)

m?—my (my+1)

1)(3 1 2
Pha > a, piy > a+ b (1) B +1)—2m

4m

(A8 N [AE 2|25 E JetrE af HYol W& JAANAE =&
2 2 orabl he s 2k
p;kQA =a, P?:A :a+n127;n21r('1m1+1) E’_]_'Qj]: >m 4
2
Pia > 4, pgA:a+% o} ok (m1+1)(3$111+1) o m+1 28)
o}

m
—§<Cl<

Qo LB T T3 AR el 7Hd 527k 00] = H A
S 7h1 427k 0] 5= A A PR Aol = 4 (14994 26)H 22
med g AL o) o) g = 3my o] m mrl (L dmicl s o) g gt
G 1) AL E AT E AL B Al A B WS WL 9
28 504 7R15 7 1R T FobA 7] A gtahe A (1,a+ Tt

¢

2m

27 4o A 7). 7 1H o ZopA] 7] Al FFsk= A (1,a)3 3 Aol A
2o o YAFE R F 189S FHeH 18 637 2T}

SO7FANEE do & AAFI pra =aE AART AL A2} 3 9

2 19 60 A D} 18 ABDS] WA o] Ft) v IS FR ] HASI

per—a+ ) g AR A AR SRl 2HY ABCE)

Aol Ak whetA] A2 Aol #Est] th3 o A E =T 5 ATh

el 4. wheba> mtlolw Qlof AdRA Al A A FH o] w3 A YA
4 A A AR FR R AT

N—
fifo

_]O



410 A ETV EAd FH3}e] FA A av

EH. a>" am ]tt][%-]ﬂl]_ﬂ_[x-];q ]/HPRA—a pCA—Cl—f'%
ol it} mebA Al GAF R Qo] DA Al o AR 0
Pra, Pca
Di——
..... % MHEEHAS
. 25 WEHA
A B
0 2 6 ____ m—5 m—3 m—1 1 N
m m m
296 Qo) ALAAH A ALAL A AdF RS
PEAY NGO iE Qe ARANL FES 2 49 24 A9

o
A A AR ol 5082 4l st
Aw, 54 S07t HANYEE B 5
SRS ol AGBY AuT 038 LT ¢ Arke Rol (e 4]
o Wgolch AT F5AI AFo2HH At
orrhel o] AUAA A Q5 et 180k b n AN PR arth
AR = w2 AYRA Aol A4S Ad5ert 1o n HANRR
% o9 pos —at+ 2 o 85 7] o) AR A SR o] 2
TSR A A AL F= Q0w A SAAL BIAL AP
SE QE SR 3A e Aol 24 AR T A9
%ﬂﬂﬁﬂﬂégﬁ%iﬂﬁﬂﬂﬁ-ﬂﬂﬂﬂoTﬂL“4ﬁé
AL T A2 ALBAL B A9RTHH 20k B 5 9ok
SLApOIA BAE ASE Do) BB g E 13 2,



411

o]t

B N ol
g2 Nfo N % ol A e TG 1 o] oy & ,
~n i A;odﬂa_v_‘.rA o B ~o 2
o |Rel|T|% N A RS N MoPuuimumﬁﬁ%i
__o_l zﬂo Z_o Ny N .A.._ L_L = ‘Ur .b_l X ‘DI ‘_XI ﬂma O_E _UT OM o ‘__low_ 3 ‘_lur ol ‘mwu El _E ]
T2 N | N | B AhS ® g5 X 4| To 7 W T m oy 2
oF o o sﬂ%ﬂk,%@ﬂi TEa o E N
T ME N ™ 5 ol ,uw_.w-.r%,%ﬂri‘_ Wm%mﬁg_o_ﬂu%uaﬂ
(¢} o ob X' ) o & X =0 T =
B ! g a7 EgR o
T T PR G+ oo M B o BB O X R BB R
E = ﬂwgoﬂm«wﬂrz_oaamuﬂw& ﬂnﬂmﬂ%%ﬂomﬂﬂom

[ ) _— — —

y = e EgEas Prg spR LT EE
ujr B! % 9o op N o 17ﬂkmlt
| 25| .o_.ma&ﬂ1zoﬁ__oé o O D Ko 2%
= o () %@m?%oawnw R |
ey %Ei%lﬁ W@ﬂﬂﬁﬂﬂ%%d m%%WuW%ﬂ%
s _— s ﬁi+mm M ol S O]ﬂcTZ e _xo‘lﬁEA._oJ.e
I~ o ‘OI_._ —_|= 2m4 < _ O_E ) D.x_ LY _L_IL OT —~ Z_O \N 0 ﬂ.”L-O A
: o <|° [\ e Rl T B .= M M o o)) o ﬂAiu,uu
5| S oo U pd R0 oA D T R ool R
RE |7 ! st N v ,_nZ_HM_. e ﬂﬂﬂ]“ n z._.—o_ﬁuﬂoo_L .mﬂu,_\.r,_
hg ﬂ_ﬂ_m ERES ~ io{nn%AA_. Zoﬂ CUT %‘%Oﬂ_s
P Al 4] | JQQAQMW}%@ e A 2w L
W a:ta mu.ﬂuLom_.oo777oﬁ,_ ,,moxomo__dﬂ@c,_@du;o
2 mﬂaa%ﬂavﬂa CRET TR x
! oy SND‘LI_LoT‘_nHEo_H7m,_nZﬂ .Hax d'dlﬂ;o‘_‘.r_mﬂ
awa e xR OMﬁo_EﬂomﬂH._#dﬂﬂlﬂuLtorﬂo ﬂoraaoﬂul
= ik 141!d%v,.ﬁ Tom O X
3 - ur e e XN o O B g RO R T
ol el & %ww%ﬂAMﬂ%é %m%%%}wvy
R J.oOn_ ~u ) JIZO] o ~ ET 0 = = N © X =T
@ || e o Vm,_uustL_Muamozod;ﬂ%wo%__x BT
- 5 LB R, = _ RE o
o TR |2 X %E_ammw_“_]a_%ﬂmm%ﬂWmewrwt%mwowmeﬁﬁ
e TIN|3] ® W] g = molmﬁuo?d %%ﬂfﬂ%ﬁugeﬂo
< LE ST T o RN P E s En e
= olw@wqﬂAlﬂlﬂgﬂo1. N
.XUWJ:\_JJ — X8 Gl o\_n”‘._,m_;‘u_l
oo B ot o E o Ak X
No 2 T B P oo o T RO
Oﬂ‘_OEMMﬁO‘M



412 Al ETV WA T3k AA A a5

n
&,
=
filo
i
(e
Y
N
oft
A
o,
o~
44
o~
[o
fru
o
i
__(IDQ
e
rlr
Y,
kr
1o
=)
N
30,
v
]

o2
N
D
rar

FH A (1996). A o] ETV W A.

#9410 (200). T T o] kb B AT o AP, HEEAAT, B
695, 42-68.

o] &t (2010). FHAIFS Ao 9 24, AW -SAZH AT, A17d Al4E,
73-105.

b/

)

o1 (2007). AT 9] AR A ek ARSI e =
o =
= o

KISDI (2012). 2012 d = W5 A1 4 A 3434 7}
Hotelling, H. (1929). Stability in competition, Economic Journal 39, 41-57.

Salop, S. (1979). Monopolistic competition with outside goods, Bell Journal of
Economics 10, 141-156.



