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Abstract

Media market in Taiwan faces market failure today. As TV news broadcast sex, violence
and product placement, it is hardly possible for the audience to express their preferences
through market mechanisms. For this reason, the economic concept of “external costs”
becomes the rationale behind government regulation on the media. Based on the
framework of analysis proposed by C. Edwin Baker, this research focuses on six
external costs incurred after the TV news is being broadcast, including: First, the quality
of public opinion and political participation; Second, the various interactions between
the audience members and other people; Third, the abuse of powers to expose and to
deter; Fourth, the positive benefits to people or entities who want their messages being
spread (product placement); Flfth ‘[he' négaflvd foects on those who do not want to
attract media attention; And f_}nhlly, the Lasses_tg_medla‘#burces Through these six types

of external costs, this resea&ch é.'aijn et ahZ'ing of external costs of TV

news in Taiwan and the QQSE" an tal‘i"j:e_gulatlon on TV news.
L
& \ = B
. = =
Regarding the 1nterna11.g3ng 0 I'ﬁrs-t target and analyze the

TV news cases that were _pe cnﬂnmnlcatlons Commission
.". .'. !.,::b i
(NCC) from 2006 to 2009. The'ges ) .types:"f external costs, namely

“the various interactions bet en ,.he-‘- i and other people” and “product

placement”, are both the most_,coi’nmoﬁ‘ly penhﬁZed éqd largely fined cases, with the
former surpassing the later. Even thd'ugh_NC@ vshshes to foster TV news self-regulation
by imposing content regulation on them, the media have nonetheless developed counter
strategies. In the case of product placement, we see poor self-regulation due to
enormous business interests; in other cases, we see “transfer of fine bearer from
company to individual journalists or to advertisement clients.” These phenomena
challenge the effectiveness of penalties issued by the NCC; furthermore, this shows that
the external costs engendered by the TV news cannot be comprehensively taken up by

TV news companies.

Regarding the costs and benefits of governmental regulation, the result shows that
regulation not only gives the companies more pressure on cost, but also enhances their
internal education training and self-regulation. However, any compliance a fine may

make, companies themselves still doubt the effectiveness of content regulation, claiming



that regulation may lead to incomprehensive information provided to the audience, or
may slash the guardian power of the media. Thus, this research suggests the NCC
should reveal every voice records internal meetings. Besides, this research also provides

indices for the NCC to reassess the range of fines in the future.

Keywords: TV news, external cost, National Communications Commission (NCC),

governmental regulation
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