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Game theory and the limit of competition:

Using cable television news channel as an example

Key words: Game theory, Limit of competition, Cable television channel, News

competition

Abstract:

Game theory has been used to interpret the interaction between firms’ strategies not
only in the economics, but also in the politics, information and biology. In the prior
literatures, game theory was also applied in the fields of the television program schedule,
conflict of public relation, and spectrum auction.

Traditionally, competition can increase the total social welfare, and more
competitors in the supply side can bring more efficiency and welfare. In the
multichannel television industry of Taiwan, there are over hundred of channels and eight
24-hours news channels. However, it seems that more competitions from more news
channels bring in worse performance, such as low production cost and less diversity.

This proposal will apply the dilemma of prisoners in the game theory to explain
why the firms of the news channels can not select their dominant strategy but the
dominated strategy in the Nash equilibrium. It tries to modify the rule of the game,
payoff and information set to change the outcome of the dilemma of the cable television

news channels.
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