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CHAPTER 1 INTRODUCTION

1.1 Public Service Broadcasting (PSB) at the Turnfdhe Century.

The public service broadcasting in most westerropegn countries is in a state
of flux, if not in any crisis (Brants, 2003; Coléinet al. 2001). The convergence of
broadcasting and telecommunication, the switch fam@logue to digital
communication, and the changes associated withatgattion and privatization —all
leads it more difficult to define the concept obpa service (Bardoel & D’Hanenes,
2004; Collins, et al. 2001; Brown, 1996b). In aduhtto the challenges caused by
material forces, PSB is also challenged on theladgeal ground, say, a shift in
mentality from liberalization/ democratization togpmodern/ neoliberal sentiments
that may have profound implications for the typewtural policy regulation of
which PSB is a part (Syvertsen, 2003). Both theentand nonmaterial forces cause
the legitimacy of PSB being challenged and undeechiend consequently made
public financing for PSB become stagnated, andedtthe context to which

broadcasters and policy makers must respond (Qré&ddoynes, 2001).

However, the development of public service broatiitgs$n Taiwan is opposite
to that of the Europe. After passing the Amendnoédroadcasting & Television Act
in 2003 in which the government, military, and poél party were required to
withdraw from the terrestrial television, the id#fdaunching a larger scale of public
service broadcasting in Taiwan emerged (Cheng, )2@5July £ 2006, Taiwan
Broadcasting System (TBS 4 = + A #% T 4L & ®]) is established by the merge of
Public Television Service Foundation (PTS) and €benTelevision System (CTS),
which is government-owned in the previous 35 ydausthermore, Hakka TV,
Indigenous TV and Taiwan Macroview TV also joind8ST'in the beginning of 2007.
It seems to be a satisfying result to counterba&amd to fight against the over
market-oriented media environment in Taiwan. HoweNe&lso confronted with the
embarrassment of lacking substantial and stabléginbestment fund that can
promise the practice of public value without theeraention of commercial and

political force.

As far as the fund is concerned, there never camhamagreement about how
much a reasonable public funding should be, andutding mechanism still leaves
room for debate. To what extant should the goventrbadget for the public



broadcasting every year, or to say, how much shinggbublic fund to invest in
public broadcasting, still remains a significantdiaepolicy controversy. It is also
suggested that TBS should collect the so callegfise fee” rather than rely on the
annual budget from the government, just like wha€CBand NHK have done for
decades. By the collection of license fee, thd dight can be protected and the
production of high quality program can be ensukéalvever, since the audiences in
Taiwan have got used to the free access to taaigstiblic broadcasting, having the
audiences to pay for the public broadcasting semuould undoubtedly a failure--
unless the audience can perceive the concrete vahral can state their preference

to public service broadcasting.

Although the benefits to which PTS was designabeactomplish are clearly
stated (PTS, 2007a; Harrison & Woods, 2001; Copg2d@2), yet empirical evidence
of the claimed benefits is seldom pursued in ttleediure so far. The lack of
quantification is due to the inherent difficultievaluing the non-traded good. To
estimate the value of PTS, or to say, the bertsit the citizen perceived, this
research conducts the Contingent Valuation Methaglo(CVM) and elicits the
citizen’s willingness to pay (WTP) for PTS.

1.2 Purpose of the Study

To understand whether people hold positive valaegtblic service
broadcasting which have limited apparent persoc@h@mic relevance, this study
employ the reveled-preference technique (e.g. C¥ldjting the participants’
willingness to pay (WTP) for public service broaskiag to estimate the value of PTS.
This study discusses only the value of PTS instédlde TBS as a whole because the
TBS has been established simply for one year astllisot very well recognized by
Taiwan citizens. In this research, the terms “P&Bd “PTS” must be clearly defined

that “PSB” is a conceptual term and “PTS” (the abiation of " 2> £ ¢ 4L 5 ) is the

practice of PSB in Taiwan and is the operationéihden of PSB in this study.

Actually, the implication of WTP is two-fold: to éhaudience, the WTP can be

the seen as the benefit that they derived fromrnarmgeceiving; to the broadcasters,

WTP can be regarded as the value generated fropngsmoproductionAs a result,

WTP can be further used in other analyses. TakanJagtudies for example,



researchers use the result of audiences’ WTP fowdihing to conduct the
cost-benefit analysis for broadcasting industrysédi et al, 1993). A recent case can
be found in NHK. In the evaluation of NHK’s achiewvent of their promises, the
amount of NHK audiences’ WTP serves not only anciaibn of audiences’
evaluation, but serves as the numerator considéngigValue for Money (VFM) as
well. (see NHK“5 4”7 ==m4 B £ - 2007).

It has been 9 years since PTS, Taiwan’s first pud@rvice broadcasting
institution, introduced its public service. Althduthe contribution of PTS is
“invaluable” to the civil society, this study istemded to have it “valuable” to see if
people hold positive value toward the service. @umthe fact that it is the
commercial broadcasting that dominant the medi&ketand PTS is strongly
threatened by the commercial counterparts, peoptétside toward commercial
broadcasting seems to be a potential determinamti&rpreting value of PTS. In

brief, the purpose of the study is:

(1) to estimate the use and nonuse value of publidcgebroadcasting in monetary

term by eliciting Taiwan citizen’s willingness tay
In addition to the estimation of WTP, other purmoséthis study are to:

(2) to find out what kind of public service broadcagtfanctions that citizens
emphasize, and see whether their expectation ofdadSatisfaction with

commercial broadcasters influence their WTP; and

(3) to examine the influences of citizen’s socio-ecoimocharacters, media usage
behavior and attitudes, and see to what extené tasables may affect their
WTP.

1.3 Research Methods and Data Sources

To answer the research questions, a national widphone survey is conducted
by Research center for Survey Research, AcademieaSn December 2007.
Respondents’ socioeconomic characteristics, aé#uwhd opinions are collected to
get a holistic view on how people perceive PTSamwhan. To know how these
characteristics influence their willingness to fayPSB, probit regression model is
used as an analytical tool to examine the influeidbese determinants. Finally,



individual's willingness to pay for PSB is estimateith the empirical model which

is developed under the notion of welfare measureggsed by Hanamann (1984).
1.4 Structure of Research

This study proceeds with a discussion of the redeliteratures on media
accountability and on contingent valuation methodglin Chapter 2. After the
literature, the survey procedures are explaingchapter 3, the results of the survey
are described in Chapter 4, and the empirical msdalesented in Chapter 5. Finally
Chapter 6 concludes with the discussion of the rhiadings.



CHAPTER 2 LITERATURE REVIEW

When broadcasting was invented in 1920s, it sooretlout to be the most
highly regulated industries in every country far¢ultural and political importance.
Public service broadcasting (PSB), without exceptiwas designated to transmit and
to produce the programs tha&ducate, informs, and entertaifi the audiences
(Holtz-Bacha & Norris, 2001). Taiwan Public Teldwis Service Foundation (PTS),
founded in 1998, operated as an independent potganization and launched the

public broadcasting service with the following nigsstatements (PTS, 2007a: p7.):
(1) to produce and broadcast diverse and quality progjra
(2) to promote the development of a civil society,
(3) to inculcate national cultural values, and
(4) to broaden international culture exchange.

The benefits to which PTS was designated to acasimpte clearly stated, yet
empirical evidence of the claimed benefits is selgmrsued. In this chapter, we are
going to review the literatures on why the valu€’®&B should be examined, and why
Contingent Valuation Methodology (CVM) is appropedor the evaluation of PSB.
The procedure of conducting CVM, its advantagesdisadvantages will also be
introduced. Finally, studies using CVM to estimtte value of PSB in the existing

literature are reviewed as well for further discoss

2.1 Literature Review on the Accountability of PSB
2.1.1 Identity Crisis of Public Service Broadcastig

A brief definition of “what public service broaddasy is” can be found in the
Broadcasting Research Unit (BRU) pamphlet preseintéd85. In the document,
BRU provided eight principles that PSB should fallcegardless of whatever system
they are in. The eight principles are (BRU, 198td:from Brown, 1996a):

(1) universal accessibility (geographic);

(2) directly funded by the viewing and listening audien
(3) independence from government vested interests;
(4) universal appeal (general tastes and interests);
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(5) particular attention to minorities;

(6) contribution to sense of national identity and camity;

(7) competition in good programming rather than for bens; and

(8) guidelines that liberate rather than restrict ppogmakers.

The first three items reflect the relationship begw the government, the
audience, and the broadcaster; the rest itemsatadibe philosophy of program
production. Follow those principles, Tracey (1998826-32) provides the similar
viewpoints suggesting PSB should operate indepelyd@md distant from the

government’s intervention.

Syvertsen (2003) illustrates three key charactesistescribing PSB in terms of
structure: first, PSB are certain companies ortutgins entrusted with a set of
privileges to insulate them to some degree fronmtheket factors, these privileges
may be of an economic (public funding) or technglogture; second, PSB are
obligated to fulfill certain obligations (universabverage, high-quality programming,
national culture identity protection, and so onjeturn for the privileges; third, PSB
are subjected to certain forms of governance wisiget to assess the performance of
the privileged institution and ensure that obligas are interpreted in accordance

with the general consensus.

Although there are guidelines suggesting what dipbboadcasting should be,
the forms of PSB vary from country to country atgbdrom time to time. For
example, in the U.S. the public broadcasters atletsifor the programs the
commercial broadcasters will not pursue. In contthg public broadcasters in the
European countries are considered as public seakiceto public education and
public spaces (Nordicity Group Ltd, 2006). HarrisbiVoods (2001) reviewed the
European Community (EC) documentations concerriiegrerit of PSB and found
that the documents show some degree of consensustak importance of PSB, but
no legal standards or practical guidelines existlviould allow a coherent
definition of PSB in EC. For example, the 1997 Aendam Protocol states that it is
up to national governments to determine the fundimgy mandate of public service
broadcasting institutions in their respective coest(Harrison & Wood, 2001;
Syvertsen, 2003).

In addition to the disagreements of PSB merit anmmmtries, the shift of PSB

is also observed in the evolution of televisiork(owicz, 2003). All the arguments
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provided above ascertain the dynamic nature ofdleeof PSB. In fact, the real
problem in defining PSB is not how to improve ths of public service principles,

but rather HOW to apply the principles (Raboy, 1995 other words, to prevent the
PSB from suffering the “identity crisis”, it is nessary for PSB to return to even more
fundamental value regarding broadcasting and lésinosociety. Strange enough,
however, many critics tend to define PSB from teespective what it should NOT be.
As Croteau & Hoynes (2001) describe:

If media industry is different, in most respeatsnt other industries,
the underlying conceptual reason is that mediaatsthave a distinctive
relationship with the public. Rather than simplyplying consumer
goods in a free market context, media in a demacsaiciety are
expected to serve the public interest. It is nolktask to define what
public interest means or how our mass media cavesierthis capacity.
In fact, critics often find it easier to identiyhat isnot in the public
interest—too much violence in television or news that asfeus on the
crime, for example—than to explain what servinggtblic interest

entails (p.33).

The dynamic nature of public service broadcassngso reflected in the
amendment of Public Broadcasting Act in Taiwan. @iredt of the Amendment
brought up by PTS shows a tendency to broadenetfigittbn of public service
broadcasting (Government Information Office, 200%)e current Act for PTS
defines that public service TV is to serve as apemsation for the insufficiencies of
commercial television (Act of PTS, 2004). This kimiddefinition regards PTS is at
best a supplement filling the gaps disdained bYitpneaking broadcasters and, from
the viewpoint of PTS, is not comprehensive enowgtapture the full mandate of
PSB. As a consequence, PTS suggests an amendntkist article that broadens the
subject of regulation from PTS to PSB, and redsfihat PSB is to form a balanced

media environment.

2.1.2 Reaction: Media Accountability

The trend of redefining PSB also sheds new lightthe awareness of pursuing
“accountability” in PSB management. Media accouihtsithas gained considerable



attention over the last decade. Bardoel & D'Haer{2084) proposed four
accountability mechanismpolitical, market, professionandpublic accountability
and examined how the accountability mechanisms haea taken into practice in
Western Europe. Public service broadcasting, vimghviery name of “public”, has
already suggested the strong emphasis on publauatability. Public accountability
places emphasis on the need to maintain a moret delationship with the citizen, in
addition to the relationship with the state andrtfeket (Bardoel & D’Haenens,
2004). In other words, PSB should get rid of that&onalism” mindset ignoring the
citizen’s popular taste and culture, and show tivdlimgness to be measured and

evaluated instead.

Measuring the public service broadcasting is neasy considering the
complexities of consumer benefits. Hastings (2@@dposed that measuring the
consumer benefits is directly aligned to the peticepof value attained by the
viewing experience, and such a benefit also indg#te extent to which a consumer
surplus is delivered by the public service broationgsThe most often quoted terms
used for the measurements of audienceeaehandshare Compared witlieach
which addresses the fundamental tenets of PSB—saiNty, shareseems to be a
less appreciate measure while it allows the coraparof popularity with commercial
sectors. Whatever term is used, they both captitber the quality of the program

nor the enjoyment of the viewers.

To carry out a measurement that captures the walaajoyment of programs,
some PSB conduct quality surveys inquiring audisnattitude regarding the quality
of the programs, and their enjoyment and satisfaatn the programs. TvQ adopted
by PBS, Al (Appreciation Index) by BBC, EIl (Enjoyntdndex) by CBC, and the
Program Appreciation Index by RTHK are all exampméattitudinal-based
measurements. All the measurements are used tdéecbalance the PSB’s over

leaning on rating.

Hastings (2004) proposed mput-output-outcome modglustrating the

consumer benefits:



Input to process outcome/ behaviohainge

Input measures Output measures Outcome measures

- total fees - hours of - Attitudinal:
collected/ revenue programming perceived value
generated produced per for money

- % non-payments genre - Attitudinal:
(in case of license impact (& recall)
fee) - Stated

- % of budget preference: WTP
devoted to
program making

Figure 1: lllustration-- tracking consumer benefits

Source: “Discussion of performance measures inipsklvice broadcasting,”
by C. Hastings, 200/Aslib Proceedings, %6), 307

As is shown in Figure 1, consumer benefits of P&Blwe measured by both
outputs and outcomes which rely less on captutiegjuantity but more on the
audience perception of quality and perception. WaEP9ne of the outcome measures,
can help illustrate the consumer surplus in PSBhigiregard, the estimation of WTP
is not only meaningful to the outcome, but alsdadative of efficiency and
effectiveness of input. In a democratic societg, ikage of public fund should under

scrutiny so that the effectiveness of the publgaoization is ensured.

2.1.3 Forms of Public Fund

Public funding can be achieved via many option<ohding to the Legal
Department of European Broadcasting Union (EBW ,different sources of funding
includes the license fee paid by the viewer, thecession fee paid by commercial
operators, allocations from the government budgghtertising, sponsorship,
subscriptions fee for pay services, and some odvanues from program sales,
teleshopping, merchandising and so on. Most Europeantries adopt the mixed
funding to prevent the over-reliance of one patéicsource of funding which might

run the risk of undermining the independence of PGtther reason supporting the



mixed funding is that a mixed system is more rolust rapidly changing
environment (EBU, 2000).

2.1.4 Is Direct Grant Appropriate?

Most countries adopt either the license fee ogtheernment grant as the main
funding mechanism for the PSB, seldom do the twoharisms coexist in a single
country. It consequently leads to some discussiegarding the appropriateness of
the two funding options. Graham & Davis (1992) e four considerations
suggesting that the public funding should not tiddeeform of a direct grant from
government. With the considerations that PSB shkeép at arm’s length from the
government and should be able to count on a prel@itszecure source, Graham &
Davis (1992, p.198-9) recommended that the adotidhe special tax, especially
the license fee, is the most proper way of funding.

The consideration of the relationship between theeghment and media prevails
not only in broadcasting but also in the press stigu Columbia Journalism Review,
one of the leading quality publications, convengxhael of top editors and a media
investor to discuss the future of newspapers ity @07. In the panel, the discussion
of whether press should be supported by governimgmesented, and the worry of
government intervention is also expressed. Buttmelusion made in the panel is
optimistic, and believe that the benefit from tlowgrnment support still have the
possibility to outweighs the harm from governmaertiituience (Nordenson, 2007).

2.1.5 Public Funding Mechanism in Taiwan: A Comparson

Early in 1998 when PTS came to exist, media crhiemge been aware of the
difficulties and potential challenges that PTS nhigbnfronted with. Kwan (1998)
pointed out that the financial facet would be ohthe most bothersome problems.
Other problems would rise due to the unclear idgaind poor knowledge and
supports from the general public to the public Bvwice. Kwan analyzed possible
financial resources and proposed charging the tadice tax to subsidize the PTS,
realizing concept of using public goods (radio waweserve the public good (public
interest) (Kwan, 1998).

The funding practice in Taiwan is much similarhe tJ.S. where most of the
funding comes from the government grant and refagudience’s donation as well.
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PTS receives the annual government grant of NTmillibn dollars as the primary
income, other revenues include donation, proddesseentals, grant from the Cable
Radio & Television Development Fund, and so on (PZO®7a). The amount of
government’s grant constitutes 66 % of total reweeitut is far from satisfaction if it

is compared with the expenditure.

Another problem for the government fund is thas mot subject to regular
review, thus lead to the inflexible of the fund.c8wa financial difficult goes from bad
to worse when PTS incorporated CTS to form TBS. GBS government-owned
broadcaster, relies heavily on the advertisingnimeoThe reliance remains since there

is no funding mechanism designed to react to tbadening of the PSB system.

The funding in Taiwan is poor not only in the meailsan but also in quantity. A
calculation of per capita funding level shows thaiwan’s public investment in PSB
is 39 NTD per person. Compared with the amounapad (1427 NTD) and Korea
(389 NTD), the public find for broadcasting in Taiwis relatively poor (PTS, 2007b).
The international comparison incorporating the fagdacts in Europe and Asia is
provided in Appendix las a comparison.

PTS also recognize the crucial influence of pufalitd on their operation. In the
draft of the Amendment brought up by PTS (Governnhadiormation Office, 2005),
PTS advocates the need to ensure the current fyheliel from the government and
the amount of funding should subject to a regudarew taking the price index and

annual projects into account, with the attemptriabte the funding policy “flexible

to respond to the dynamic media environment.

2.1.6 Funding Policy Corresponding to the Social Nl

However, without robust evidence suggesting thaevaf the public
broadcasting service, the debate of funding cababtemains a “political issue”
(O’Hagan & Jennings, 2003). That is the reason @agadian Broadcasting
Corporation (CBC) asked Nordicity Group Ltd to exaeithe financial sources
provided by governments to public broadcastersastern countries. The result
indicates that poor funding does not always legabir performance: while Canada
appears to derive a significant benefit from pubhcadcasting, the PSB in Canada
receives substantially less support than it do@sast other countries (Nordicity,

11



2006).

Whatever form of public funding is adopted, there some criteria that a proper
funding should meet. The former president of EBUhe#t Schart, suggests four
funding principles deserve ongoing discussion Sahért, 1999: p.4-5):

(1) stability: the need for a stable funding franoeky

(2) independence: safeguards against politicale@oedomic pressure;
(3) proportionality: funding corresponding to theed; and

(4) transparency: open procedures and public acability.

The third principle “proportionality” implies thahe amount of fund granted to PSB
should be sufficient to ensure them to carry oairtmissions but should not go
beyond what is necessary. Nonetheless, how tdyjwstiether a certain amount is
sufficient or not leaves room for debate.

It is also the reason why researchers from theplise of economic adopted the
methodology of contingent valuation (CV) to invgstie the performance of PSB.
CVM, although developed for estimating environmgobds and public goods, is also
employed to access the benefit of cultural projemtshey share certain properties
with environmental products (Noonan, 2003). Pubditvice broadcasting, as the
name suggests, serves as a public good in thetygacié can not be traded in the
market. Besides, with the externalities that itugtat to culture, democracy,
community, empowerment and so on, it is also bedggrded as a cultural good. As a
result, many countries conduct the CVM throughdkpression of citizen’s
willingness to pay for PSB to examine their fundpadicy and to justify the
legitimacy of their PSB. The introduction of the thh@dology and its applications in
public service broadcasting are provided and st in the following section.

2.2 Literature Review on CVM and its Practice

Contingent Valuation Methodology (CVM) is a techumgthat allows the value
of public goods or services, especially those cabadraded in a real market place, to
be estimated in terms of monetary. Value of gobkis,environmental goods and
cultural goods, cannot always be revealed by tinestictions. As a result, their values

are to be “stated” by consumer preferences rattagr being “revealed” through the
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market mechanism. Among the methods dealing wghtSt(RATED PREFERENCE,
CVM is one of the approaches that most commonlg.uS¥M can elicit both use
and non-use value, and indeed is the only possableique for the evaluation of
non-use value (Markandya et al., 2002).

CVM can be practiced by providing individuals a sehypothetical/ illustrative
scenario, asking individuals their maximum amoumwitlingness to pay (WTP) or
their minimum willingness to accept (WTA) for a givloss and damages (Mitchell &
Carson, 1989). By doing so, individuals can statehat extent is their preference to
the goods. CVM emerged in 1960s in the environmeaanomics literature and later
attracted a great deal of attention from othersaocé@conomics such as cultural
economics & public good economics after the endaoese of the National Oceanic
and Atmospheric Association (NOAA) panel chaired\mbel laureate Kenneth
Arrow and Robert Solow (Arrow, Solow, Portney, LeapRadner, & Schuman,
1993).

2.2.1 Use Value vs. Nonuse Value

Economists have generally settled the taxonomyotédl' economic value’, which
can be distinguished intzse valuesrom non-use valuegBarbier, 1994)Use value,
as the name suggests, refers to the value thaidiodis make use of; however,
nonuse value covers situations in which individwlisot make use, or intend to
make use of any given assets. Individuals maywistt to see various entities
conserved ‘in their own right’ (termed existencéued, or conserve the entities on the
basis of retaining options for future generatioagdnd (termed bequest value).
Nonuse values do not have well-defined boundaadet fs outside the scope of
conventional utilitarian economic thoughts (Turr2601).

Use values are usually expressed by the reveagddrpnce (RP) while non-use
values are expressed by the stated preferencel8#e RP data, with SP surveys
values may not be clearly defined prior to theiasi@ement. SP instruments also
limit the mode in which values can be expressedsiBfeys should thus be seen as
vehicles that assist the contribution of values emable their expression, rather than
as instruments which reveal pre-existing valueskinmod, 1998: p.293). In this
study, use value is defined as the value that audegderive from their own use of
PTS, and nonuse value is defined as the benefiPfh@ brought to the society.
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2.2.2 Welfare Measures: WTP v.s. WTA

In theory, with an improvement of utilityddo Uy, as shown in figure 1, the
maximum amount of money that the individual is ingl to pay to secure this
improvement is the compensating surplus (CSU)ohtrary, if the individual has the
utility of U; and considers it a loss to give up the improvetean the minimum
amount of a monetary compensation is the equivalemqius (ESU). In practice, CSU
is expressed in the elicitation form of WTP and ESWTA.

X A
ms
ESL
M=
1
0
0 >
Eo E; E

Figure 2: Compensating surplus (CSU) and equivaerglus (ESU).
SourceEnvironmental economics of for sustainable grovathandbook for
practitioners( p. 424), by A. Markandya, et al., 2002, MA: Edd/&lgar Publishing.

Choosing a proper welfare measure according tprihygerty rights structure
from the status quo position is important. It isrtlkanentioning that there is a
disparity between the amount of WTP and WTA, everugh the target of evaluation
is the same. It has been proved that the amouMId is higher than WTP for
several times (Hanemann, 1991; Cummings, Brookgh®ehulze, 1986) , given the
fact that WTA measures are not constrained by irecand respondents may give a
tendency to overbid. Although WTP and WTA are betaluations that can be seen
in the literature, it is WTP that more recommentgdhe researches (Mitchell &
Carson, 1989; Arrow et al., 1993; Cumming, BrooksI§i Schulze, 1986) because
the WTP approach is more similar to the transacgmanario in the real world, the

result of WTP is said to be more convincing anddviidan the result of WTA.
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2.2.3 Commissioning a CVM Study

The research process of CVM is illustrated as vallthe research has to decide
the object to be valued, and establish the hypiotiletcenario. The respondents will
state how much their WTP is for the evaluated dbpead finally, the data will be
collected and calculated to estimate the value.prbeess of a CVM research is
illustrated in the following figure:
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Figure 3: The process of CVM research
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The second step concerning “questionnaire desgof fundamental importance
and may have crucial influence to the results. gidgi CVM questionnaire contains
the three components: (1) the description of tle®maco, (2) the elicitation question,
and (3) the survey of some related socio-economititiidinal variables. Among the
components, the elicitation question plays the nmpbrtant role for its critical

influence to the validity of the research.

Table 1: A comparison of the elicitation formats

Description Strength Weakness
Bidding Game Let the interviewersv simple and assistedv” anchoring

iteratively raise/ iterative process. | v’ yea-saying

lower the proposed| v high participation | v boring

bid until the rate.

respondent alters
his yes/no answers

Open Ended Straightforwardly | v' display the WTP | v’ low participate
ask for the information in the rates
maximum WTP of form that the v vulnerable to
the respondent by research is looking  strategic
using one single for behavior (free

guestion after they | v higher accuracy of|  riding)
are presented with the relevant

the hypothetical statistics
scenario.
Payment Card Offer the v no anchoring v the limited range
respondents a card v’ displays the WTP of the cards
that contains a list information in the | v vulnerable to
of bid amounts and|  format that the strategic
ask them to indicate research is looking  behavior
which amount of for

money on the card
they are willing to

pay.
Single-bounded | Ask the v’ simple and assistedv’ yea-saying
Dichotomous respondents if they| iterative process. | v too expensive
Choice would vote (for or | v high participation | v' lower accuracy

against) upon a rate. of the relevant
(referendum describe program of v' no anchoring statistics
question) a single specified | v’ incentive

cost. It also reflectsy compatible and
(take-it-or-leave-i| the real world facilitate the
t approach, market decision, respondents’
TIOLI) and simplifies the valuation task.

cognition task that | v' procedure familiar

an individual in market related

confronted with. behavior
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Description

Strength

Weakness

Double-bounded
Dichotomous
Choice

An extension of the
former

v’ simple and assiste
iterative process.

dv’ yea-saying
v’ too expensive

(single-bounded)

format. An addition| rate.

of one extra v no anchoring

dichotomous choice v incentive

guestion for a compatible

proposed bid which v procedure familiar

is dependent on the in market related

first bid. behavior

v higher accuracy of
the relevant
statistics

v high participation | v' complexity of
the involved

procedures

SourceThe contingent valuation of national paik 25), by P. Nunes, 2002, UK:
Edward Elgar Publishing.

Since every elicitation formats has its advantagesdisadvantages, researches
should be able to distinguish them and make theusesof them. It is reasonable to
consider, according to Lockwood (1998), that dethjppreference maps provide more
reliable indicators of preference than responsem&off CV questions.

In addition to the elicitation format, the paymeashicle is also important in the
CVM questionnaire for the payment vehicle is neveeutral mechanism(Bateman
et al, 2002). Markandyet al (2002) suggests that a pilot study should be cciedu

for determining the most appropriate and the masilfar payment method.

2.2.4 Criticism of CVM

Despite the spreading of CVM’s wide range of agilans, there remains
“discomfort” among most economics about using ttereations from CV to measure
consumer’s WTP for charges in non-market good (&m2i006). The potential biases
most criticized when applying CVM are as followifMarkandya et al., 2002; Nunes,
2002; Mitchell & Carson, 1989; Throshby, 2003):

(1) Strategic behavior in WTP response (free-riflidpny respondents may

immediately state zero WTP although the amenityaase for them. They may

attempt to misreport their real preferences by ibigldintruthfully and thus affecting

! Payment vehicles can be further distinguishedetedduntary or coercive. Coercive payments
include taxes, fees, rates, charges or price, wradtmtary payments include the donations and gifts
that encourage free-riding and not incentive corbjmt
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the outcome. In other words, the amount of WTHasdxd downward just because the
respondents want to “get something for nothing”jclhs often referred to as the

free-riding problem.

(2) Hypothetical biaslt is defined as the systematic differences betwi@e

response in the hypothetical market and the apayahents when individuals are
presented with the opportunity in reality. Compgrihe disparity of hypothetical and
actual WTP, Loomis et al. (1996) conclude thathieothetical bias is caused by the
hypothetical nature of CVM, by which the responderén’t be able to visualize the
described scenario. As a result, respondents terepbrt “what they thought the
market price should be” rather than their true WiT Bombination of their budget
constraints. To reduce the disparity, the wordihthe reminder is sometime
necessary (Loomis et al., 1996). It is also recogphithat the response of WTP is the
reflection of “ethical value”, that is, a socialsied response which lacks the ability

to reveal the true preference of the respondentar{dnd & Hausman, 1993).

(3) Scope effectit happens when respondents do not distinguistdifierences
in the quantity or the scope of the public goodcdrding to Carson & Mitchell
(1993), a precautionary measure should minimizestfeet by focusing the attention
of the respondents on the good of interest withrdlestruction in the design stage of

guestionnaire.

(4) Anchoring biasAlso known as “starting-point bias”. This occuvken

respondents see the initial bid as a clue or aereée point for his final evaluation.
Respondents may also tie the described scenaai&nown situation experienced in

the real world so that they may make the situadi®a reference.

(5) Venhicle biaslt is a misrepresentation of the WTP due to tecHic
payment vehicle hypothesized (e.g. income tax ecifip charge). Indeed, the way
that the payment vehicle is designed can affecvahge judgment (Markandya et al.,
2002; Wiser, 2007; Morrison et al. 2000).

2.2.5 Protest Responses in CV survey

CV surveys always encounter responses that dmhowfthe basic assumptions
of applied welfare economics: they might hold otbeliefs that protest some aspects
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of the valuation process rather than the goodfi(§ergensen & Syme, 2000). When a
respondent states a zero bid or being refusalytaonpeeaction to some unintended
aspect of the measurement process, the respomrsesrasidered to be suspect or
problematic (Jorgensen et al., 1999). Those regsoa® defined as “protest
responses” and need to be treated carefully. Bualhmero bidders should be
included under the general heading of protest lrspbecause people are allowed to
respond with values of $0 if they really find ndlityt in the good being valued (Boyle,
2003: 143). In general, the protest responseshasys removed from the samples
because they are assumed not indicative of resptsidaue value (Morrison et al.,
2000).

Boyle (2003) indicates that there are at leaskethypes of potential response
categories under the heading of protests, antielhree categories are based on the
assumption that those responses do not reportstitheivalues: the protests may (1)
protest against some component of the valuatioogss) may (2) do not understand
the what they are being asked to do in the surmey,may (3) behave strategically
with an attempt to influence the results and ultehathe policy decision. In fact, the
classification of protest responses does not ireagent and the reasons for protest
vary across surveys (Jorgensen et al., 1999; Jeegefa Syme, 2000; Meyerhoff &
Liebe, 2006; Wu et al., 2005). Take the CV surwyse by Jorgensen & Syme (2000)
and by Meyerhoff & Liebe (2006) for example, thdgitified the protest responses a
little bit differently:

Table 2: Examples of protest responses acrosstiwies

Jorgensen & Syme (2000, p.258) Meyerhoff & Lieb@0@, p.587)

It is unfair to ask me to pay more money already pay enough for other things

The government should use existing The government should use other revenue
revenue to pay for the pollution instead of contribution to a fund
controls

We would be able to afford better waterlt is my right to have a high level of
if the government did not waste so biodiversity in forest without extra cost
much money

It is my right to have clear water and not refuse to assess biodiversity in monetary
something | should pay extra for terms

| don't really believe that the money  Those who enjoy biodiversity should pay
collected will be spent properly

| pay enough already in government | don’t haveugihanformation about it
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On the contrary, if the responses are based doudget constraint, (2)
respondents’ priority of social issues, or (3) jumdgments of the good in question,
they are usually considered as non-protest respargkare kept in the analysis as
true zero bibbers (see Meyerhoff & Liebe, 2006thAlgh the definition and
classification of protest responses vary amongesud is suggested that CV
practitioners should make explicit the rationaldutzidentify protest responses so

that the WTP can be estimated on theoretical gro@horgensen et al., 1999).

So far, CVM technique has been used in the evalnati many non-market
goods, such as environmental protection (e.g. Barhb94), natural sources (e.g.
Cummings et al, 1986), Culture heritage (e.g. Smtga& Signorello, 2000; Noonan,
2003), health benefits (e.g. Fu & Yeh, 2005; Diesteal., 1998) and reconstruction
after disaster (Fu, Yang, & Yeh, 2006). Howevety@handful of the literature
discusses the value of public broadcasting by meb@%M. The section below
provides an overview of how this methodology carapglied in the discussion of the
appropriateness of public funding in PSB.

2.3 How CVM is Applied on the Assessment of PSB \a&: Examples from Other

Countries

Sweden economist Bohm (1972) is the first on@td lat the eliciting
willingness to pay for broadcasting service. Higlgtis the first one to test the
free-riding hypothesis and the only experimentsi & overpledging hypothesis. It is
also one of the handful tests that compare the \WEiEmulated markets and in
hypothetical market. Papandrea (1999) uses theaai@thcontingent valuation to
estimate the value of the benefits that the Ausinahave from the mandatory
transmission of Australian domestic programmingdedavision. The domestic
programming quota is widely recognized as a kindubifure protection, but the value
of the regulatory mechanism lacks the quantitatiidence to estimate it worthiness.
Papandrea’s research aims to gauge whether theoledemand for domestic
programming was greater than the level of supptythe likely existence of
additional demand is supported in the researcteca&ntly published research

investigates the paying intent (WTP) of Hong Kaegidents for online news and
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finds that they are not paying for the online neewvice neither have no strong intent
to pay in the future (Chyi, 2005).

Both Bohm (1972) and Papandrea (1999) are foremsnmho make use of CVM
on the research of broadcasting. It is until 200emvFinn et al. conducted the
contingent valuation on CBC that he discussionabfi@ estimations concerning
public broadcastingeceived great attention. So far, the literatwwi@giCVM on the
evaluation of PUBLIC BROADCASTING can be seen iorffeountries: Canada,
Ireland, the UK, and Japan as well. In the follagve®ction, the four country’s sketch
of their public broadcasting, the research motikie elicitation method, the factors

affecting WTP, and the result will be provided.
2.3.1 CBC of Canada

The public broadcasting of Canada is the Canadraad®asting Corporation
(CBC), which is also the biggest cultural institutin Canada. CBC/Radio-Canada
provides 27 services available through radio, ketehdio, television, internet,
wireless, and musical distribution service as weBC/Radio-Canada's mandate is set
out in the 199Broadcasting ActAccording to the Act, CBC/Radio-Canada is funded
by a number of different sources and the primays®is the Parliamentary
Appropriation for Operations. Although the CBC eoated at arm’s length from the
government, it is responsible to the Parliamenttarfdanadians by submitting the
Annual Report to the Parliament every year.

However, the government has been struggled tordeterg how much to spend
on public broadcasting and funding of the CBC heentthe subject of public debate.
Without identifying “what citizens really want”, GBcan't be really accountable to
the Canadians, nor can CBC claim for the approppablic fund. Therefore,
professors in the business school started to tansover the question by using
contingent valuations and choice experiment (Avick-adyen, & Hoskins, 2003,
2001).Choice experiment as a form of conjoint analysis, is the methodiuse
obtain the decomposition of the part-worth valuerfra set of evaluation of a
designated set of multivariate alternatfv&@ontingent valuation, on the other hand,

is used in their survey to obtain the monetary @alfithe whole CBC service. By

2 The choice is conducted by asking respondentsoige a yes/ no response to 16 programming
offers, each consists a combination of types ofjnm and a monthly payment. Types of rograms are
thus classified into 10 categories, and researdarevaluate the different contributions of each
programming type to the whole value of CBC service.
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using the open-ended question, respondents ard tskesponse the amount they are

willing to pay for all the CBC'’s current services.

It should be highlighted here that the survey dggtishes théuse-value” from
“non-use value”. The former refers to the benefits of CBC generfitem own
household consumption, and the later refers tootimgr external benefits such as
building a Canadian cultural or national identifie two values are proved to be
existed collaboratively because respondents cantifgand bid for the different

values.

The results from choice experiment shows that sgoagramming is identified
as making the greatest marginal contribution taal/galue. In contrast, the
French-language programming is recognized as \@hsable. These are useful
information for CBC when making resource-allocata@tisions. The results from the
CVM indicate that $ 664 million is the total valgenerated from CBC'’s current
service, with $488 million coming from direct usalwe and $175 coming from
non-use value. However, such an amount is lessthiea@BC’s $996 million in
public expenditures, but close to the CBC’s 199igraentary appropriation of $
759 million. The results do not support an incredsading for CBC, however, the
contribution of public funding cannot be deniednfiret al., 2001, 2003).

2.3.2 RTE of Ireland

Radio Telefis Eireann (RTE) is the Irish publicvsee broadcasting organization
that provides three television services (RTE Oratindrk 2/ TG4) and four radio
services (Radio 1/ 2FM / Lyric FM/ Raidi6 na Gaelta). RTE is a Dual funded PSB
with approximately 50% of its annual revenue fracemse fee and the remainder
from advertising. With the increase of licenseife2003, the public fund has become
the primary source of RTE. However, the fundingiéss Ireland has always been a
controversy in Ireland politics and the RTE is edllupon to justify the scale of the
license fee. To provide a more robust rational GN&/ research is conducted and the
survey is funded by RTE (Delaney & O'Toole, 200@08a, 2006b. see also Jennings
& Curtis, 2002).

The research issues include (1) the amount of WTRTE service, (2) the
extent to which the domestic and international cetimg services act as complements
or substitutes, (3) the effects of usage and/@sfaation on the WTP, (4) the
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distinguishes between individual and household VEmé (5) preferences for making
the license fee more progressive. Delaney & O'T@¢a®4, 2006a.b.) conducted the
nationally representative survey ant the end oP20Dhe questionnaire used in the
nationwide survey consisted 20 questions, and eddguch that respondents’ usage
of and their satisfaction with general RTE servitieey were then asked to compare
RTE’s services with the services offered by othreabcasters (the main private
indigenous competitor TV3), and subsequently theyevasked the WTP. The
hypothetical scenario was that there was no licksany more and the respondents
must choose either pay for the services or notiviexgthe service at all. Be aware
that the open-ended elicitation format is accomgamiith the follow-up questions
which are used to distinguish the exact amounbaskehold WTP from individual
WTP.

The result shows that the total mean household Wa$€21.5 and can be
translated on to an annual mean of € 252.6, wisidiviously higher the level of
their current license fee. A number of independaniables were constructed from
the responses. By using the regression models (DO8IT/ LOGIT), some
variables are shown to be influential to the wdless to pay. As expected, variable
such as household size has a positive and signifefeect on WTP in all regressions.
The binary LOGIT regression which analyzes the meitgants influencing the WTP
greater or lower than the median WTP of €15 aldlccates that the usage of Network
2, the overall satisfaction with RTE services, #melreliance on RTE for sports
services are all indicative in determining whetbiee’s WTP will be higher than €15
or not. As to the distinguishes between househattirdividual WTP, the authors
found that males are more likely to answer fromnalividual perspective while those
respondents who are married/ aged 35-64/ with imlare more likely to response
from a household perspective (Delaney & O'Toold)2®006a, 2006b). Finally, the
result from their study (2006a) shows there is vidence that there is a widespread
demand for a policy of redistribution using licerise as a mechanism.

2.3.3 BBC of UK

The British Broadcasting Corporation (BBC), estsitdid in 1922, is the biggest

3 The research is conducted in 2002, that is, bef@@nnouncement of the increase of license fee
from €107 to €150 in 2003.

24



public broadcasting corporation in the world. TH&Buses the license fee to provide
services including 8 national TV channels, 10 maloadio stations, and 40 local
radio stations. The BBC is constitutionally estsiiid by a Royal Charter that
recognizes its editorial independence and setgopublic obligation in detail (BBC
homepage). The Royal Charter is not a fixed chartstead, it is revised every
decade to meet the need of the license fee pajjdie time. The latest Charter was
granted to the BBC on 19 September 2006 and tdbk&ffact from 1 January 2007.
Among the new reforms, it is the issue of licersmihcrease that receives most
attention. In the latest Charter, the license fegghed to the next decade (2007-2016)
remains intact and is determined to rise by 3% wmlyl over each of the two years,
from its current level of £131.50 to £151 by 20$h€¢pherd, 2007/1/18).

Without the research carried out by BBC & Humami@d' (2004) that gives
the strong endorsement of the fee increase, thdu® may not be made. According
to the research, there is overwhelming suppontfielBBBC across the UK, and people
value the BBC twice the rate of the license feehSaiconclusion is very similar to
the optimistic conclusion made by Ehrenberg & Nii990) that the great majority of
consumers would be willing to pay more for telemis{Ehrenberg et al. 1990; cited
from Graham & Davis, 1992).

The research conceptualized the total value of BBthe combination of
consumer value and citizen, as is shown belowe$bthe existence of the citizen
value, this research assigned the respondentstodlther as “consumers” or as

“citizens” and saw if there is the citizen value.

Total Value of BBC] = [ Consumer Value ] + [ Citizen Value

The “consumer value respondents” are required mgider how much the
license fee is worth to them personally while thadl value respondents” are asked
to consider the fee from the perspective of saal personal benefit as a whole. This
approach is quite similar to the approach takefkihbg et al. who distinguishes the

“use value” and “non-use value” of CBC.

The study generates a “net citizen surplus” of 88,&nd a “net consumer

surplus” of £2.6bn, as shown in Figure 4. Over 8ff%otal value respondents and

* Human Capital is a research institute specifiethénbusiness of media. See:
http://www.humancapital.co.uk/
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over 76% of consumer value respondents willingap fhesubscription fesame as

or even higher than the current license fee toioltee BBC services.

Nel consumer surplus Mel cifizen surplus
(Based on consurmer value of BEC) {Basad on tolal valee of BEC)
. Tmnlhmuw Total Citzen
5 ©000 = £5,3%4m g 7m0 £6 0ot
E 5000 Net E 60001 )
- COmSLmmed R ] Mt Cinizen
Cu £ 00 il
4,000 ncri:al::i::j Surplus = Current Surplus =
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Figure 4: Net citizen surplus and net consumerlasarp
Source: “Measuring the value of BBC,” by BBC & Hum@apital, 2004, p20.

It is not only the total value BBC but also the sttuent part of the BBC that is
being evaluated in the research. By using non-nlsathchip-allocation and conjoint
analysis, the value of each specific service of B8@lso being calculated. By using
genre ranking, the total 38 program genres areralsked by the two types of
respondents to see what kind of genre is most rezed as beneficial to the
“consumers” and to the “citizens”. Although these aot techniques used in a
contingent valuation analysis, they also revealeoseful information for

interpreting the WTP results.
2.3.4 NHK of Japan

Nippon Hoso Kyokai (NHK), established in Augus289is the public service
broadcaster in Japan. The revenue of NHK comes finemeceiving fee collected
from the citizens and provides the terrestrial e (NHK General/ NHK
Educational/ NHK Radio 1/ NHK Radio 2/ NHK FM) atitk satellite service (NHK
BS-1/ NHK BS-2/ NHK BS-hi) as well.

We can’t discuss the CVM research in Japan’s pubsbhadcasting without
introducing the context of the survey. In Jun 200BK announced a list of promises
(% &) and established a committee (NHK &7 =iH 4 B £ > "the Committee”)

to assess how successfully NHK was in carryingtsyiromises. The Committee is
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composed by experts independent of NHK and is tolgot the related assessments
annually. The relationship between the CommitteeHK is illustrated in the

following figure.
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Figure 5: The Committee (¥ &” =i®m 4 R £ ) and the executive broad of NHK
Source:_http://www3.nhk.or.jp/pr/keiei/yakusoku/@52.html

The Committee emphasizes the necessity of usingdikatific methods in the
evaluation of NHK’s performances. Due to the quatitie nature of CVM, it is used
as one of the scientific evaluation approacheberassessment of NHK’s promises
(Tsuji, 2007). In April 2006, the Committee condedtthe survey in the form of
personal interviews. Respondents are divided imtogroups, one is for answering
the WTP and the other is for WTA considering threegtrial television service and
satellite service respectively. WTP/WTA is elicitegla 3-stage dichotomous choice
format starting from 1500 yen. However, WTA estioatwas dropped for its low

response rate.

As to the estimation of WTP, the respondents alteng/to pay 1,780 yen
monthly per person for terrestrial services andf Zen for satellite services. Both
the amounts are higher then the current receingeg {1,395 yen and 945 yen for
terrestrial and satellite service respectivelyxheaespondent is also asked to the
relative importance for each of the respectiveises/and those of satellite services.
The amount of WTP for each is obtained by multipdytheir ratios, as is shown in

figure 6:
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Figure 6: WTP for NHK’s individual service

Source: “Assessing performance on NHK promiseshous and approaches” by M.
Tsuji, 2007 NHK Broadcasting Studies 2006-20®&7,12.

The Committee also makes use of the econometribaddtogit analysis) to
analyze the factors that might affect WTP. Theséofa including (1) respondent
characteristics, (2) viewer’s satisfaction with NidlRromises, and (3) the public
value of NHK. The results show that variables saghage”, “satisfaction with
NHK’s program”, and “cities with 100-300 househg@lopulation” strongly affect the
WTP. Taking the Promises into consideration, “brgittegrams”, “relationship with

viewers” and “benefit of local society” are extrdtsignificant.

The public nature of NHK is broke down into 19 gatees to help positioning
the role of NHK as a public medium. “Producing pwogs that are not influenced by
advertisements”, “providing information that peopsn share and discuss”, and
“Passing Japanese traditions and cultures to yougegeeration” are all factors having
significant influence on WTP (Tsuji & Miyahara, 200 The Committee believes that
these analyses can be utilized for setting up menagstrategies for public

broadcasting.

To get a more holistic view, the CVM techniquesdibg the 4 countries are

compared in Table 3.
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Table 3: A comparison between the CVM studies iblipiservice broadcasting

Research Backgroung

Sampling Unit

Elicitation Format

Factors in Question

Value Estimation

BBC of UK

Conducted by BBC &
Human Capital in 200+
before the revision of
the Royal Charter for

Individual.

dRespondents as (1
consumers v.s. as
(2) citizens

[ Gabor-Granger
LI)/Iethod]

Dichotomous Choicg
(£5,£10,£15,£20,

Distinguishes the citizen value
from consumer value

Program genre (25 genres)

Total value:
£20.7 a month
(two times higher

11°}

(conductedthe next decade. The v' BBC Approval and individual than the current
; £30,£40,£50/ per . :
in 2003 |research gives the month) service approval. license fee)
-2004) overwhteflmitnhgly_ f v Socio-economical factors. (age /|Consumer value:
supportior the rise o ender / SES / region /
license fee. ?nulti-channel accgess) £18.35 a month
RTE is being called |Individual. Open-ended v' The domestic/ international Household WTP:
upon to justify the leve Res questions competing service €21.05 / per month
i ) pondents are —
TTIE O(j of TV Ilche_nse feg. Tth(ej asked to distinguig(subscription format)v" The usage of and/ or satisfactior(_€252'6 per year)
refan [)‘;SEZ:]CS d(l)svvcnoean;CrlfetWhether their with the RTE service. Higher than the pric
(Decembet . answer is from a v T €150 that is to be
2002) Eesea[ch and is fundE122|~|]ousehold or an Household/ individual WTP raised d in 2003
y RTE. individual v Socio-economical factors.
perspective.
NHK of |Conducted by The Individual Three-stage v' Respondent characteristics 1,780 yen monthly
Japan |[Committee in April, WTP->1009 dichotomous v Viewer's satisfaction with NHK's|P€" Person, higher
(conducted2006' Promises than the current
in April WTA->1009 . _ receiving fee (1,395
2006) The public value of NHK. yen)
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Research Backgroung Sampling Unit | Elicitation Format Factors in Question Value Estimation
The parliamentary Household 2 Open-ended v" [scope of us} Use value and |$ 644 million with
appropriation has (the questionnaire questions nonuse value as well $488 million comes
Cocor [Cecrensed uhle e s ssigned o he (s VAl and |, Types of programing (10 o o o
Canada |domestic/international| . . who is nonuse value, categories of programming) value. Laver than th
. responsible for therespectively) _ C
(1998) commercial household budget v’ Attitudes toward CBC approprlatlon_o_f the
counterparts has allocation) v . £ viewi year ($800 million).
increased at the same requencies ot viewing
time in the 90s. v' Socio-economical factors.
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2.3.5 Key Explanatory Variables Affecting Citizens'WTP

As the cross-national comparison shown in TabM4P is influenced largely

by the factors below:

(1) Socio-economic variablesas a minimum requirement, every survey should
collect a core set of socio-economic charactesssach as level of education,
income and age. The higher the income/age, theshile WTP. Number of child
seems influential when the educational functio®8B is considered. Some
studies also suggest a regional effect, with redeots who live in metropolis
would pay less in general (Delaney & O’'Toole, 200/)e result from Japan also
shows a negative relationship between size ofaity WTP although the result
doesn’t reach its significant. The region variablevorth noticing while in

Taiwan the imbalanced development of media industayso predominant.

(2) Usage of PSBthe usage here refers to the receiving hours afesgondents.
More hours spent in watching PSB programs indicateigher use-value and is

expected to increase the amount of WTP.

(3) Public Values realized by PSBsince PSB is commissioned to carry out some
social function, the extent to which these functitikeing realized becomes a good
determinant in predicting WTP. Tsuji & Miyahara (B0 break the public value
of NHK down into 19 categories, and measure theesee’s expectation of and
satisfaction with NHK. The gap between expectatind satisfaction is also
examined. By doing so, the public values that NHKLgd fulfill can be clarified
and identified from the viewpoint of the audiencElis approach is also
appropriate in Taiwan for it can give PTS the ihsigyhat kind of public values is

heavily embraced by Taiwan citizens.
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(4) Attitudes of the Citizens toward PSB:Many studies implement the attitudinal
measurement to see whether the respondents’ attionehrd PSB would
influence the amount the WTP. The attitudinal measent includes variables
such as satisfaction with PSB regarding the seitgevides, the achievement of
the promises, satisfaction with the service prosidg the commercial
broadcasters, and opinions on the programming hidgteer/lower satisfaction that
the respondents possess toward public/ commencabtbaster, the higher the

WTP.

The satisfaction with PSB and commercial broadegshdicate the
“substitutability” of PSB. This study proposed thia¢ “substitutability” is of
particular importance for PTS. With the prolifeaatiof cable channels in Taiwan
where most audience’s wants for information an@rainment can be satisfied by
commercial broadcasters, treson d’étreof PTS is undermined. Chan-Olmsted &
Kim (2002) portrayed the brand image of PSB toifgldhe position of public
television in a multichannel environment. Schweb&neshvary (1995) examined
willingness to pay for PBS (the PSB in the US) aghmesidents of Las Vegas, and
concluded that people’s support to PBS diminishedmPBS is confronted with the
cable channels of high quality (“PBS look-alike rhals”, such as CNN, Discovery
channel, and A&E). In this study, satisfactionshaiommercial TV and attitudes on
PTS funding issues are examined to see how thedss affect citizens’ WTP in the

context of Taiwan.

® “Satisfactions with commercial TV” is a determinamat is often investigated in previous studies.

However, unlike the pay-TV industry in the US wheaenpetitions are active and satisfactions can be

approved, Taiwan’s pay-TV sector lags behind tfi&sian markets, and competition has been
limited (CASBAA, 2008). Objectively speaking, Taiwa pay-TV industry underperforms in a
number of areas. But for the purpose of this stitdy,the subjective satisfaction as a whole that
matters. As a result, “satisfaction” needs to terpreted carefully in this regard and one must be
aware of the differences if cross-national comeris to be made.
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CHAPTER 3 RESEARCH DESIGN AND SURVEY

Telephone interview is utilized in this study. Befahe telephone interview, a
focus group was held and a pretest was conductdetéosmine the reasonable price
and to ensure the validity of the questionnaires dasign and the procedure of the

survey are illustrated in this chapter.
3.1 Focus Group

The most obvious way that focus group can assstsarvey is to provide
evidence of how the respondents typically talk alloe topic in question, and to
ensure that the researcher has a picture of gaatits’ thinking as completely as
possible (Morgan, 1988). In the context of this &Wvey, focus group was held
before the telephone survey so that a more in-dapitght about people’s perception/
cognition of public service broadcasting in Taiveam be obtained, and a reasonable

price level for valid bidding can thus be desigasdvell.

Participants were selected on a socio-economicasbidnose who aged between
25-50, and those who are responsible for their élooisl budget allocation were
chosen. Participants were also selected on patichlaracteristics such as gender,
levels of education and their number of child idearto facilitate interaction (see
Table 4). Nine participants were recruited andftioels group was held on December

4 in Research Center for Survey Research, Acad8miea.

Table 4: Characteristics of the participants iruogroup

Gender| Age | Level of Education Marriage/ Child
Participant A | F 53 Senior vocational school Martigd
ParticipantB | M 25 University Married/ 1
ParticipantC | F 34 Senior vocational school Married
ParticipantD | M 44 Senior high school Married/ 2
Participant E F 49 Vocational college Married/ 1
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Participant F M 46 Junior high school Married/ 2
Participant G | F 58 Junior college Married/ O
ParticipantH | M 25 College Single/ 0

Participant | F 39 Senior high school Married/ 2

3.1.1 Execution Process and Results

The participants are designated to execute fiaduation tasks after the
warm-up asking their TV viewing habits. The taske &1) WTP for use value, (2)
WTP for nonuse value, (3) WTP for an ideal PSBWAP after they learned the
current funding level, and (5) value estimationsidaring the monthly charge of
cable service (600 NTD) as a reference point. Atitdginning of the session,
respondents were given an answer sheet to reshemanillingness to pay for PTS in
terms of theiuse valueandnonuse valueThey are also required to complete a short
guestionnaire which is designed to evaluate theimkedge toward the current public
service broadcasting in Taiwan. The hypotheticahado dealing with the use value

of PTS is framed as follow:

PTS is now funded largely by government grant santproduce high quality
programs regardless of the rating and without thteivention of political
force. Imagine that now the government would mgéw provide the fund to
PTS, and PTS cannot but cut down the productioty goge up the production
of high quality programs, and instead pursuit theximum audience to gain
the advertising revenue, just like any other conamaéchannels do.
Considering the benefit that PTS bringsto your family, what's the maximum
amount of money that your household would be willlmpay every year to

maintain the operation of public service broadcag#
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While the nonuse value scenario is framed:

PTS has a mandate to promote the public welfacethns provide some
programs for the interest of the minorities (thaideeople and the elderly).
Imagine that now the government would no longerig®the fund to PTS,
and PTS cannot but cut down the production costjfsze the interest of the
minorities, and instead pursuit the maximum audketocgain the advertising
revenue, just like any other commercial channel€Gdasidering the benefit
that PTS bring to the society as a whole, what's the maximum amount of
money that your household would be willing to pagre year to maintain the

operation of public service broadcasting?

Instead of declaring their WTP in the group thagimilead to a false response,
participants are required to write down the amairtheir WTP on the answer sheet.

On average, the price for nonuse value is highedrftr use value.

Table 5: WTP for use value and nonuse value

Participant, A B C D E F G H I

Use value ($) 2400 300 | 200 | 100 | 1500500 | O 1000| 500

Nonuse value ($) 3600 | 1000 | 200 | 1000| 1500 | 1200 | 1000 | 1200 | 1000

The participants are then asked to describe fiedlyeir own words what is the
raison d’étreof public service broadcasting in the society? Wéain “ideal public
service broadcasting” should be since it is entdistith the privileges in terms of

public fund? And what's your maximum amount of WfbRobtain the ideal PSB?

This discussion shows that the imagination of idedl PSB” is quite limited.
Most of the participants mentioned that PSB shputide educational/ cultural/
aesthetic programs and unbiased/in time news hier etords, the discussion is

largely restricted in the level program provisiseldom do the participants talked
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about the public service functions irrelevant &f tontent of the programs (such as
universal access and devoting to digital trangfr.). Generally speaking, all the
participants agreed that there is still room foptovement for current PTS, and they

are willing to pay a little bit more (from 1000 3®00) to maintain the ideal PSB.

The participant are given the current fundingdaid asked to reevaluate their
WTP. The result shows the revealed WTP reduced thity learned the current
funding level. All the participants are willing pay more than the current 150 NTD,
but the average amount of WTP does decreased cedhpéth their first bid.
Participant E said that she is startled when slogvkrthe funding fact which is “much

lower than expected”.

Finally, the participants are asked to judge tHaevéhat PTS worth when it is
compared with the all the available channels wi00 NTD they pay for the cable
operator every month. This method of elicitatiommsisual in a typical CV research,
but seems to be an alternative for value judgmidm.price ranges from 10 to 100
indicating that the participants hold positive vatoward PTS. But the results must
be interpreted with caution for this kind of vajudgment does not involve any
budget considerations. After this evaluation, tadipipants are thanked,

acknowledged and dismissed.

3.1.2 A Brief Summary for the Focus Group

The discussion in the focus group provides somasider the further research.
First of all, the nonuse value is approved amoegpidrticipants because of the
significant differences between the prices for aise nonuse value. Second, the
participants’ limited understanding and poor imadgjion for the function of PSB

suggest that the hypothetical scenario must beefdamith great caution and the
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scenario should be described in a colloquial laggudhird, this study decides not to
mention the current funding level before the cayeint valuation question because
doing so may cause them to hide their real WTPalRinthe price used in the
telephone interview is determined because the ata@itwWTP shown in the

discussion fall within the range of 150~3000 NTD.

3.2 Survey and Sampling Procedure

The data used in the study were obtained from #tiemal representative
telephone survey based on a stratified random saghpsing the computer assisted
telephone interviewing system (CATI). The telephenevey was conducted by the
Research Center for Survey Research, AcademiaaSifie survey period covered
from December 21, 2007 through December 28, 200&.pbpulation of this survey
includes all R.O.C. citizens. Among which those vaine 20 years or order in 2007
and those who are responsible for the budget aitotaf their household income are
selected as proper respondents and are inviteohtiplete the telephone survey. The
survey results are summarized in the following ¢thiaBefore the survey, a pretest

was also conducted on December 16 to ensure ththtyalf the questionnaire.

3.3 Questionnaire Design

3.3.1 Contents of the Questionnaire

There are mainly four parts of questions containdtie questionnaire after the

introductory remarks:

(A) Socioeconomic variables

Respondents’ age, gender, level of education, imldéncome, marital status,

and region of residence are included. Since cepraigrams produced by PTS regard
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children and teenagers as the target audienceppfsession of kid is also inquired in

the questionnaire.

(B) Usage Variables

The usage of media implies the demand for it. Assalt, respondents’ usage of
media and usage of PTS are both investigated. dmeef includes the access to cable
service and the average hours watching TV evernyith@ater includes whether the
respondent watched PTS before and the average Watcking PTS every week.
Respondents’ preference toward different programregg1) Cultural/ Educational, (2)

News, (3) Variety/ Entertainment, and (4) Dramaadse inquired.

(C) Expectations of and satisfaction with the functions

To capture respondents’ expectations toward thégfumctions that they
expect PSB to fulfill, six functions of PSB aretdid in the questionnaire and
respondents are asked to express thgectation ofandsatisfaction with the
functions. The six functions used in the questiirenare adapted from Tsuji (2007),

which are also well-recognized by participantshia tocus group, including:

(1) Provide unbiased the plural opinions on socialtali issue;

(2) Provide the immediate and correct information ohliguelated issues;

(3) Provide educational programs to people of all ages;

(4) Provide programs that are entertaining;

(5) Pass down the art and culture of Taiwan to the gereration; and

(6) Provide the programs that are not influenced by#atimgs and sponsors.

This study is also interested understanding respratstsatisfaction with PTS.
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However, due to the fact that only a handful opmeslents who really watch PTS,
measuring the satisfaction with PTS by asking tivase are not really watching it
may probably obtain the disguised responses cofrong the respondents’ vague

impression on PTS. To deal with the potential fleegpondents’ satisfaction with

commercial televisioms measured instead. If the core function of PI® i

compensate for the insufficiencies of commerciivision, measuring audience’s
satisfaction with commercial TV on the six functsoran be a compensating but

reasonable approach that allows positioning theevaf PTS in an indirect way.

(D) Attitudinal Variables

Finally, respondents’ overall satisfaction towamiSPas a whole is asked. Other
attitude-related variables are investigated byragiwhether they agree with the
statements that “commercial broadcaster wouldlfalfiy gaps left if PTS closed”,
“PTS should be privatized and be entirely self suppg”, and “spending $150
NTD/per household on PTS annually is too much”.SEhguestions can also be

suggestive to their opinions toward funding issues.

3.3.2 The Contingent Valuation Scenario and Elicitkon Format

The elicitation of WTP can be achieved by open-drated closed-ended
elicitation form. In our telephone survey, closeled form is utilized and respondents
are invited to express whether they are willingiowilling to pay for a certain
amount of money regarding the hypothetical scen&ichotomous choice with one
follow up question is adopted in this research. 3&eond question involves the
acceptance of another dollar amount depending®firgt answer: if the first
response is “yes”, the second bid price is twigghér than the first; while, if the first

answer is “no”, the second bid is halved. As illaistd below:
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Yes

Second bid price:
First bid price: ves $400NTD No
$ 200 NTC Yes
No Second bid price:
$ 100 NTD
No

Hanemann, Loomis & Kanninen (1991) have demonstritat double-bounded
dichotomous choice forma is superior in its stattefficiency, but both single- and
double-bounded method are statistical consistamttie purpose of this research,
only single-bound response will be analyzed in shigly. The double-bounded
design of elicitation format is mainly used foresening the protest responses: Those
who answered No-No in the survey are required ¢oige their reasons for not

willing to pay and the reasons are coded in an -@gpeted format.

Note that the respondents are randomly assignedWSE value” or
“NONUSE value” group. Both groups are presentedhwhe same hypothetical

scenario but differ in the scope of benefits:

® Analysis for double-bound responses is also caedugsing bivariate probit model but is not
provided in this study. Results for double-boundadlysis are available from the author upon request
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PTS is now funded by government to produce thea¢idaal, cultural,
aesthetic and news programs for people of all agésout the reliance of
advertising revenues. Imagine that the governmdhnuat provide the annual
funding anymore and PTS must charge the publicaimtain its current service.
However, this amount of money that you spend nsyraduce your disposable

income.

[USE Valug] Considering the benefits that PTS broutghyour family, are

you willing to pay 200 NTD every year to maintdie bperation of PTS?

[NONUSE Valud Considering the benefits that PTS broutghthe whole
society, are you willing to pay 300 NTD every year to maintthe operation of

PTS?

The price used in the questionnaire is determauedrding to the focus group
and the pretest with various initial bid price2@, 500, 800, 1200, 2000, 3000 NTD
are set for use value while $ 300, 600, 900, 13800, 4000NTD for nonuse value.
These initial prices are randomly assigned to éspondents. The questionnaire is

provided in Appendix 2.
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CHAPTER 4 SURVEY RESULTS

In Chapter 4, the data collected from the telephotezview and the distribution
of the dichotomous responses to the bid pricelveilexamined. Another critical issue
in studies of CVM is the censoring of protest rex@s. The selection of protest
responses and characteristics that differentiegtotests are also discussed in this

chapter.

4.1 Data and Sample Statistics

4.1.1 Descriptive Analysis of Respondents’ Charaaistics and TV usage

The data used in the study were obtained from #tiemal representative
telephone survey based on a random digit samplinig. survey reached 786
respondents successfully, with 47.3% male and 52erfale respondents aged 46 in
average. 78.9% are married because of the samelijugrement that respondents
should be responsible for the household budgetatilon. Among the respondents,
24.3% has pre-school kids under 6 in their famihjlev45.9% has kids aged 7 to 18.
One third of the respondents (31.9%) have sengir lavel of education, and 22.0%
have an undergraduate level of education. The gedrausehold income is 71.7
thousand, which might be under-estimated for tise cd missing data (89 missing

case) is high. The detail description of the sanghown in Table 6.

Respondents’ usage pattern of media is also showable 7. The percentage of
household equipped with cable TV is 85%, a numbeost equals to the cable
penetration rate revealed by AC Nielsen. 88% gboadents said that they watched
PTS before, and among those watched PTS before%24aid that they watch 1-3
hours per week and 23.8% said less than 1 hourrédudt reflects that they do not

really spend much of time watching PTS when congpaii¢h their average hours of
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watching TV every day.

Table 8 presents respondents’ preferences fordiftgorogram genres when
cultural/educational, news, variety/entertainmant] drama are inquired. 68.5% of
the respondents said that they usually watch neagrams. But for drama and
cultural/educational programs, only 24.8% and 23s#d they usually watch this
kind of program. The least popular one is entent@int, with 32% said that they

seldom watch it.
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Table 6: Descriptive statistics of respondentsi@monomic characteristics

Frequency % Frequency %
Age (Mean=45.78) Education
20~29 61 7.8 llliteracy 11 14
30~39 194 24.7 No formal edu. 11 1.4
40~49 261 33.1 Elementary 69 8.8
50~59 177 22.5 Junior high 73 9.3
60~69 65 8.3 Senior high 251 31.9
70~79 25 3.2 Junior college 149 19.0
80~90 4 0.5 Undergraduate 173 22.0
Gender Graduate degree 47 6.0
Male 372 47.3 Don’t know 2 2
Female 414 52.7 | Marital status
Family with kid under 6 Single 113 14.4
Yes 191 24.3 Married 620 78.9
No 595 75.7 Divorced 18 2.3
Family with kid between 7-18 Separated 2 .3
Yes 361 45.9 Widow 29 3.7
No 425 54.1 Refused to answer 4 5
Region Household income
Taipei 253 32.2 Less than 20,000 63 8.1
Keelung 19 2.4 20,001~40,000 132 16.8
Taoyuan 70 8.9 40,001~60,000 178 22.6
Hsinchu/ Mioli 54 6.8 60,001~80,000 106 13.5
Taichung 81 10.3 80,001~100,000 77 9.8
Changhua/ Nantou 51 6.5 100,001~120,000 66 8.4
Yunlin/ Chiayi 37 4.7 120,001~140,000 18 2.3
Tainan 62 7.9 140,001~160,000 22 2.8
Koahsiung/ Pingtung 120 153 160,001~180,000 1 A1
llan/ Hualian/ Tautung 26 3.3 180,001~200,000 8 1.0
Penghu/ kinmen 3 A4 Over 200,001 26 3.3
Refused to answer 10 1.2 Don’t know 89 11.3

Total Obs: 786
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Table 7: Descriptive statistics of respondents’ imedage

Frequency % Frequency %

Watched PTS before Access to cable service

Yes 694 88.3 Yes 669 85.1

Never 92 11.7 No 117 14.9
Average hours of watching PTS Average hours of watching TV

Oh 152 21.9 Oh 17 2.2

Less than 0.5 hour 165 23.8 Less than 1 hour 128 16.3

0.5~1 hour 110 15.9 1~3 hour 388 49.3

1~3 hours 167 24.1 3~5 hours 162 20.6

3~5 hours 37 5.3 5~7 hours 46 5.8

More than 5 hours 48 6.9 7~9 hours 13 1.6

Don’t know 15 2.1 More than 9 hours 28 3.6

sum 694 100 Don’t know/ 3 4
Refused to answer 1 4

a. refers to the average hours of watching PTS pekiest month among those who responded that

they watched PTS before. Thus obs=

694.

b. Refers to the average hours of watching TV everydstymonth.

Table 8: Descriptive statistics of respondentsfgnences toward different program

genre
Frequency % Frequency %
Frequency of Watching Cultral & Frequency of Watching News
Educational Programs Program
Usually watch 185 23.4 Usually watch 539 68.5
Sometimes watch 346 44.0 Sometimes watch 151 19.2
Seldom watch 175 22.3 Seldom watch 58 7.4
Never watch 74 9.4 Never watch 38 4.8
Don’t know 6 v Don’t know 0 0
Frequency of Watching Variety/ Frequency of Watching Drama
Entertainment Programs Programs
Usually watch 104 13.2 Usually watch 195 24.8
Sometimes watch 298 37.9 Sometimes watch246 31.3
Seldom watch 252 32.C Seldom watch 189 24.1
Never watch 132 16.8 Never watch 154 19.6
Don’t know 0 0 Don’t know 2 2
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It is found that audiences’ watching patterns éfiedent program genre
(PRG_CUL, PRG_NEWS, PRG_ENT, PRG_DRA) are predictivtheir hours spent
on watching PTS. Regression analysis is used tmieeahow they affect. Table 9
shows that the coefficient of PRG_CUL and PRG_DRAsignificantly positive,
indicating that respondents who usually watch calteducational and drama tend to

spend more hours watching PTS.

Table 9: Regression on hours of watching PTS

PTSWATCH Coef. p-value
Constant 0.055 .819
PRG_CUL 0.559 ***< 000
PRG_NEWS -0.036 .658
PRG_ENT -0.064 .396
PRG_DRA 0.215 *** 001
Obs 786

F (4, 781) 18.55

Prob *** 000
R-squared 0.086

Adj R-squared 0.082

* xx xx% denote significance at the 10%, 5%, and lé&vel.

4.1.2 Expectations of and Satisfactions with Publigalues

One of the interests of this study is to identdgpondents’ expectation of PSB.
As shown in Table 10, respondents put strong enipbashe educational function
and cultural function (Func3 & 5). The least impottfunction for the respondents is
to provide entertaining programs (Func4). The cptecanderlying these functions
are similar to what Sir John Reith proposed: PSBoigducate, to inform, and to
entertain”. In this study, the importance of “taiedte” and “to inform” is found to be

higher than that of “to entertain” in Taiwan citige perception.
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Table 10: Frequency distribution of the expectaiohthe PSB functions and satisfaction with conuiaébroadcasters

The six public functions

Expectation of the functions provided by

Satisfactions with the functions fulfilled by

PSB (%) commercial TV (%)
ik I Ul VUl Neutral DK sg S DS SDS Neutral DK

Provide unbiased the plural

opinions on social political

issues (Func 1) 43.931.2 94 36 1.7 10.4 2.3 18.1 365 31.0 3.2 8
Provide immediate and correct

information on public related

issues (Func 2) 52.936.6 4.7 8 6 4.7 5.6 47.2 246  12.2 2.0 8.
Provide educational programs to

people of all ages (Func 3) 62.831.0 2.3 1 5 3.9 5.5 36.6 33.6 11.5 2.3 10
Provide programs that are

entertaining (Func 4) 18.740.2 30.3 5.5 1.5 3.8 5.9 55.3 20.9 8.0 1.9 7.4
Pass down the art and culture of

Taiwan to the next generation

(Func 5) 61.1 286 55 14 14 2.0 8.9 42.6 276 123 1.7 6.
Provide the programs that are not

influenced by advertisings and

sponsors (Func 6) 48.533.0 95 15 1.7 5.9 4.7 50.5 24.2 8.7 4.8 7.

a. Vl=very important; I=important; Ul=unimportartjJI=very unimportant; DK= don’t know.

b. SS=strongly satisfied; S=satisfied; DS=dissi&iisfSDS= strongly dissatisfied; DK= don’t know

47



Comparing the respondents’ expectation of the fanstwith their satisfaction
with these functions respectively, the gaps betwbkeriwo can be found. As Figure 7
shows, most functions are far from satisfaction parad with the expectations that
the respondents put on them. Func4 is the onlypdiee indicating that for most
respondents, “providing programs that are entdrtgins the best function performed

by commercial TV and is the least important thingttthey expect PSB to do.

100
90

80

70 - W regard this function

6 important for PSB

5 !

40 e .
satisfied with

30 7 commertial TV's

20 -+ performance in this

10 - function

Funcl Func2 Func3 Funcd Func5 Funcb

o O O O O O

Figure 7:The differences between expectation atsfaetion of the 6 public
functions

4.1.3 Descriptive Analysis of Attitudes toward PTS

This study also takes respondents’ opinions toianding issues into account,
(see Table 11). Generally speaking, most respoadknnot think commercial TV
can fulfill the gaps caused by the closure of Pi@,do they think that PTS should be
privatized. Nevertheless, about half of the respotsireport that they don’t know or
they have no opinion on whether such funding is@ppate or not, indicating their
lack of reference point on this issue. This vaeablthus eliminated from further

analysis for it lacks variation.
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Table 11: Frequency distribution of opinions towamdding issues (unit: %)

SA* A DA SDA Neutral DK

Commercial broadcaster would fulfill 6.9 28.2 24.8 26.7 2.9 10.2
any gaps left if PTS closed
PTS should be privatized and be 116 28.1 24.0 23.3 25 10.2

entirely self supporting
Spending $150 NTD/ per household 5.6 1.0 39.2 4.1 24.6 25.3
on PTS annually is too much

s® S DS SDS Neutral DK

Satisfaction with PTS as a whole 13855 83 1.9 3.9 17.2

a. SA=strongly agree; A=agree; DA= disagree ;SDA=giiprlisagree; DK= don’t know
b. SS=strongly satisfied; S=satisfied; DS=dissatisfl®iS= strongly dissatisfied; DK= don’t know

4.2 Distribution of the Dichotomous Choice Response

In the questionnaire design, respondents’ WTP weasored using binary
choice elicitation format with one follow up. Reswents are randomly assigned to
use value scenario or nonuse value scenario. Bhgbdition of the first dichotomous
response in both scenarios is listed in table I®i@&usly, the percentage of yes
response decreased with the raise of the initthpbice (see also Figure 8 and Figure
9). Itis in accordance with the demand theory thainges in the price of a good may

lead to a change in quantity demanded of that good.

Table 12: The distribution of dichotomous respor(Sasgle bound)

USE VALUE NONUSE VALUE
Initial bid price  Obs Yes % Initial bid price  Obs Yes %
NTD NTD
$ 200 66 60.61% $ 300 67 61.19%
$ 500 66 51.52% $ 600 67 46.27%
$ 800 63 42.86% $ 900 67 35.82%
$ 1200 66 43.94% $ 1500 67 40.30%
$ 2000 63 33.33% $ 2500 65 38.46%
$ 3000 65 21.54% $ 4000 64 26.56%
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Distribution of Dichotomous
Responses: Use Value
0% 20% 40% 60% 80% 100%
NTS200 ;
NTS500
‘ ‘ BYes%
NTS800
\ \ No%
NTS$1,200 ‘ ‘
NTS$2,000 ‘ ‘ ‘
NTS$3,000 | | |

Figure 8: distribution of dichotomous responsasse value

Distribution of Dichotomous
Responses: Nonuse Value

0% 20% 40% 60% 80% 100%

NT$300 | |
NTS600 | |

W Yes%
NTS900 N |
| No%
NTS1,500 [N |
NT$2,500 [N |
NTS4,000 [N |

Figure 9: distribution of dichotomous responseasonuse value

The distribution of the double-bounded dichotomolugice is also satisfying:
the percentage of No-No response increases witimitied bid price that the
respondents confronted. This distribution is jubtirmhis study expected: the higher
the price, the lower the respondents’ acceptanoe percentages of acceptance under

different initial bid prices are also shown in &b3
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Table 13: The distribution of dichotomous respor(8esible bound)

Use Value Cases (0bs=368)

Bid amount (NTD) Obg Y-YP Y-N N-Y N-N
$200, 400,100 61 22(36.1%) 17(27.9%) 5(8.2%) 17(27.9%)
$500, 1000, 250 61 21(34.4%)13(21.3%) 7(11.5%) 20(32.8%)
$800, 1600, 400 58 11(19.0%) 15(25.9%) 5(8.6%) 27(46.6%)
$1200, 2400, 600 64 8(12.5%)21(32.8%) 5(7.8%) 30(46.9%)
$2000, 4000, 1000 62 3(4.8%) 18(29.0%) 5(8.1%) 36(58.1%)
$3000, 6000,1500 62 2(3.2%) 12(19.4%) 6(9.7%) 42(67.7%)
Nonuse Value Cases (0bs=373)
Bid amount (NTD) Obs Y-Y Y-N N-Y N-N
$300, 600,150 62 23(37.1%) 17(27.4%) 5(8.1%) 17(27.4%)
$600, 1200, 300 63 9(14.3%) 21(33.3%) 13(20.6%) 20(31.7%)
$900, 1800, 450 64 6(9.4%) 16(25.0%) 8(12.5%) 34(53.1%)
$1500, 3000, 750 60 7(11.5%) 19(31.1%) 9(14.8%) 25(42.6%)
$2500, 5000, 1250 61 3(4.9%) 22(36.1%) 8(13.1%) 28(45.9%)
$4000 ,8000, 2000 63 2(3.2%) 15(23.8%) 11(17.5%) 35(55.6%)

a. Observations less than that in single boundéstd the missing value.
b. Y-Y means “yes” for the initial and second biitp; Y-N means “yes” for the initial bid price but
“no” for the second price; N-Y refers to “no” fdwd initial bid price but “yes” for the following haed

price; and N-N refers to the two “no” responsethim elicitation question.

4.3 The Protest Responses

4.3.1 The Selection of Protests in this Study

In this survey, open-ended response is recorded @whespondent conveyed a
no-no response. These responses are further @dssifo several categories (Table
14). Among these categories, those that are indigmof the conceptual rational
involved in this study are classified by literataePROTEST responses. Thus, if
respondents insisted that (1) it is the governrtieitshould be responsible for the
provision of public service broadcasting, (2) tinaye paid the taxes, (3) the
government waste too much money, (4) they havetpaidharge of cable services,

(5) the public broadcaster should be able to fir@way out, or (6) reacted strongly
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against the way questions framed, then they amrded as protest samples because
the reason protested against the evaluation proeesagainst the valuation of the

good in question.

Alternatively, when the response is given undereduation of budget
constraint, competing media alternatives, the aiinperformance of PTS, priority of
social issues or because they do not spend muehviatching PTS and, they are
reserved in the samples for further analysis. @pj@oach is close to the one that
Jorgensen & Syme (2000) and Meyerhoff & Liebe (3006k in their studies. The

classification of reasons is also provided in Apprr3.

Table 14: Selection of protest response in thidystu

Reasons for no-no response Use Nonuse % of total
value value protests
samples samples

(1)1t is the government that should be respondiniét. 24 26 35.97

(2)The expense should be included in the taxes so | 8 10.79

won't pay any extra charge.

(3)We would be able to afford better TV programming

10 13 16.55

if the government did not waste so much money.
(4)! have already paid for Cable TV. 6 9 10.79
(5)PTS should support itself by means of adverisin

sponsorship. 0 8 10.07
(6)It is unfair to ask me to pay more money. 14 8 15.83
Total 67 72 100%

(7)1t depends in the quality of the programs, bluave 5 3

insufficient information to judge by.
(8)PTS can be substituted by many other media. 15 12
(9)The required amount of money is too high due to
budget constraint.
(10)I don't really spend much time watching PTS. 46 33
(11)The current performance of PTS is below
expectation.
(12)Id rather spend the money to those in need. 0 3

30 28

10 8
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Following the criteria, 17.68% (139 responses)caresored as protests in this
study, 67 come from the use value sample and 72 ¢mm the nonuse value sample.
There is no agreement about what an acceptable fanthe percentage of protest
response should be, but it is proposed by Mitckdllarson (1989) that protest
responses often comprise 5-10 % of overall resoingkecan also range to 20%
(Spash & Hanley, 1995). Thus, 17.68% of protegtaase is regarded to be high but
acceptable in this study. The new distributionhaf tichotomous choice after

eliminating the protest responses is presenteadhie t15:

Table 15: The distribution of dichotomous resporefeer eliminating the protests

USE VALUE NONUSE VALUE
Initial bid price  Obs Yes % Initial bid price  Obs Yes %
NTD NTD
$ 200 52 75.00% $ 300 54 74.07%
$ 500 54 62.96% $ 600 51 58.82%
$ 800 49 53.06% $ 900 46 47.83%
$ 1200 56 51.79% $ 1500 49 53.06%
$ 2000 49 42.86% $ 2500 52 48.08%
$ 3000 41 34.15% $ 4000 49 34.69%

4.3.2 Does Protests Matter?

Protest responses have been proved to distoruticerne of evaluation in many
previous researches (Jorgensen, et al., 1999elpresent study, the difference
between protests and non-protests are also exaramediscussed. The T test in
Table 16 shows that the two groups of respondemtsoti differ in their
socioeconomic characteristics. Gender is the oxdggtion while males tend to be
censored as protests than female when chi-squstres tepplied (2=5.711, df =1,

p=.017<.05).
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Table 16: Independent T-test by protests

Mean SD T value Sig

Age Protests 46.13 10.82 | -.348 27
Non-protests 45.74 12.21 n.s.

Average hour of | Protests 1.45 2.29 |-1.521 128
watching PTS Non-protests 1.18 1.80 n.s.

Income (thousand) Protests 74 70.17 | -.468 .639
Non-protests 71.24 55.81 n.s.

Education year Protests 13.14 3.57 |-1.593 111
Non-protests 12.56 3.93 n.s.

However, they do show distinct opinions on fundsgues to some extent.
Protests tend to agree with the statement that @mah TV can substitute PTS
(x°=3.983, p=.046<.05). Most of the protests are stlsfied with PTS and do not
think PTS can be privatized, however, the percentdgatisfied protest samples is

much smaller compared with those non-protegts3(665, p=.056<.1).

Table 17: Chi-square test for opinions by protests

Non-Prot Protests
ests(%) (%)

Commercial broadcaster would Agree 33.53 42.44 ¥*=3.983, df =1
fulfill any gaps left if PTS closed Disagree 66.46 57.55 p=.046
(REPLACE)** Total 100 100
PTS should be privatized and be Agree 40.95 33.81 y°=2.440, df =1
entirely self supporting Disagree 59.04 66.18 p=.118 n.s.
(COMMERLI) Total 100 100
Satisfaction with PTS as a whole Satisfied 70.17 61.87 *=3.665, df =1
(SATISFY)* Dissatisfied  29.82 38.12 p=.056

Total 100 100

* xx xx% denote significance at the 10%, 5%, and le&vel.

We can also use probit regression models to seechhgacteristics constitute

the protest response (protests=1; non protestSa@)lar results can be found in the
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probit regression of Table 18 that the socio-dermapigic variables (like age, income
and level of education) are not significant deteanis. The only exception is gender,
where males are tend to give protest responsasudittal variables seem to be
influential: respondents who are less satisfiedh\WiTS, more agree with the
statement that commercial TV would fulfill any gde# if PTS closed, and who do
not think PTS should be privatized are intendegive protest responses. Since the
protest responses will be removed in the follonanglysis, we must bear the
differences in mind and interpret the results wdltious.
Table 18: Probit regression on protest responses
PROTEST Coef. p-value

(=1 if protest; =0 if
non-protests)

Constant -1.5742 ***.000

GENDER 0.2089 **.070
AGE 0.0057 .296
EDUYEAR 0.0267 142
CABLE 0.0190 .908
INCOME -0.0001 .858
SATISFY -0.2282 *.061
REPLACE 0.3939 ** 001
COMMERLI -0.2283 *.066
Obs 695

Log likelihood -307.5258

LR statistic (d.f.=8) 21.318

Prob *** 0063

* xx xx% denote significance at the 10%, 5%, and l&vel.
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CHAPTER 5 THE EMPIRICAL MODEL
5.1 Model Specification

The empirical model used in this study is developeder the notion of welfare
measures which is consistent with the hypothesigilfy maximization (Hanemann,
1984). Following the welfare evaluation with didereesponses proposed by
Hanamann (1984), this study defines that individiealves utility from the good (e.g.
having public service broadcasting) and from incofriee former is represented jpy
wherej =1 if the individual is able to access PSB, ar0 if not. Income is denoted
by Y, and other observable attributes of the individuailch might affect one’s
preference are denoted by the vestfire. gender, watching behaviors, and attitudes
toward PSB). T is the amount of money that oneiliény to pay if he wants to
maintain the current public service broadcastirge Utility function can be expressed

in terms of direct and indirect forms:
u(j,¥;s) = v(.Y;s) +5 j=0,1, (1)

where ¢, and £, are independent and identical distributed (i.icdjdom variables
with zero means. One can maintain the PSB butteadoss of income, then his
utility is us=u (1, Y-T, 9); otherwise, if one decides not to watch PSB asdutility is

u=u(0,Y;s).
An individual will pay for the charge to maintaimet current provision of PSB if
u(LY—-T;s)=u(0Y; s) (2)

or if:
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v(1,Y —T;s) +2, = v(0,¥;s) + 2, 3)

and refuse to pay otherwise. For econometric inyatstrs, an individual’s response is

a random variable whose probability distributiogjiigen as
P, = Pr{individual willing to pay} = Pr{v(1,Y = T;s) + &, = v(0,Y;:s) + &,}

P, = Pr{individual unwilling to pay} =1 — P, 4)

Define n =&, — £, and letF_(-) be the c.d.f. ofn. The willingness to pay

probability may be written as

P, = F,(Av) (5)
where
Av=v(LY —T;s) — v(0,Y;s). (6)

In a probit model,F, (-) is the standard normal c.d.f. According to Hanemidr®84),
if the statistical binary response model is toriierpreted as the outcome of a
utility-maximizing choice, the argument & (-) must take the form of a utility
difference as in (5). In this empirical analysigsiassumed the utility function is a

liner form, then the utility difference can be weit as

v(1,Y—T;s) =ay,+ a,;s +a,(Y —T) (7)
and v(0,Y;s) = By + Bys + B,Y (8)
Av = (ay— fy) + (a;— By)s + (a; — B,)Y —a,T 9)

In effect, a, and B, cannot be identified from data, only their diffiece is

identifiable from the probit coefficients. The qui&nof money needed to maintain

57



the current provision of PSB can be determined biyare measurement when the
individual is just at the point of indifference tten paying for the charge and forego

the PSB service. With this approach, the equat@ovibis assumed:
Pr{u(1,Y—C;s) =u(0,¥;s)} = 0.5 (10)

which implies that there is no more than a 50:58ncke that an individual would pay
for the charge of TAv = 0 because of the standard normal c.d.f, whey0)=0.5.

Following this assumption, (9) can be further réten as:

T ':r.’l‘c. —£¢]+!Ta1—ﬁlfi's+{:rg —B.0Y

o

(11)

Suppose that the marginal utility of income is glavéhe same regardless of one’s

decision, thuse, = g, is assumed. Therefore,

T = (ag—fo)+la,—pBy)s (12)
Tz
With (10) and (11), individual’s maximum WTP candsdculated when the response
is a dichotomous choice. In the following sectithrg coefficients for the probit
equation of the first response will be used whemmating the amount of willingness

to pay.

5.2 Definition of the Explanatory Variables

Equation (11) suggests that the estimation of WIRY determined by (a) the
valuation function that this study proposed andlfle)observable variables. In this
study, four groups of variables are assumed totbgential to WTP. The four groups

of explanatory variables are:
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A. Socioeconomic variables

The first variable group variables consider theosioeconomic characteristics
such as their gender (GENDER) and age (AGE), redgras’ household income
(INCOME), level of education (EDUYEAR), and the pession of kids (KID6 &
KID18) . These variables are expected to have ipesitfluence on WTP for public

broadcasting.

B. Usage variables

The second set of variables highlights the usad&l& and cable. A respondent
who watched PTS before (PTSSAW) and who spend tmeewatching PTS
(PTSWATCH) is expected to have a higher willingnespay. On the contrary,
respondent’s access to cable (CABLE) is expectdrhte a negative effect on WTP

for cable TV serves as an alternative in mediaeisag

C. Function variables

Third, the expectations of public functions and saésfaction with the functions
performed by commercial TV are also included. Resgpaots’ expectations are
transformed into scores (0O=not important at aliveky important). An individual
index of expectations toward the 6 public functi@gINC_P) was aggregated that
ranged from 1 to 24. Respondents’ satisfactionb thie¢ 6 functions performed by
commercial TV were also transformed into scores@@=satisfied at all; 4=very
satisfied) and were aggregated into one singlexifd&INC_C). It is hypothesized
that the higher expectation that an individual bdlsivard PSB, the higher the WTP
would be. Respondent’s satisfaction with commert\aimeans that respondents are

likely to benefit from it and might reduce theimdand for public service
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broadcasting; as a result, it is expected to hagative effect on WTP. The gap
between expectation and satisfaction is denotedlyC D which is hypothesized to

have a positive influence on WTP.

D. Attitudinal variables

The last set of variables is the attitudinal vdealyegarding their general
satisfaction with PTS, their opinions on fundingld&TS’s substitutability. It is
hypothesized that the probability to pay is posiiwcorrelated with respondents who
believe PTS should not be privatized (COMMERLI),ondre satisfied with PTS
(SATISFY), and who think PTS cannot be replaced¢dmymercial broadcasting
(REPLACE). Definitions of the variables, their exfe signs, and sample statistics

are presented in Table 19.
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Table 19: Definitions and predicted coefficientr&gf variables used in the model.

Use value Nonuse
Variables in Expected (N=389) value(N=397)
analysis Definition of variables sign Mean S.D. Mean S.D

Dependent Variable

Y_1BID Respondents’ binary response to the firdtdrice (=1 if Yes; =0 if No) 0.43 0.49 043 0.49
Independent Variable

PRICE 1 The first bid price that respondents cartéd — 1277 959 1611 1266
Socioeconomic variables

GENDER Gender (male=1; female =0) +/— 0.475 0.50 0.47 0.49

AGE Age (year-old) +/— 47.16 11.62 46.40 12.29

EDUYEAR The year of formal education that resporiadeneived (year) + 12.65 4.02 12.67 3.73

INCOME Monthly household income in average (thoulsdallar) + 64.81 62.64 684 63.25

KID6 1if respondent has kid under 6 years old; otlee=0 + 0.22 0.41 0.254 0.43

KID18 1if respondent has kid between 7-18 years atlderwise=0 + 0.46 0.49 0.45 0.49
Usage variables

CABLE Access to cable service (yes=1; no=0) — 0.82 0.37 0.87 0.33

PTSSAW Watched PTS before (yes=1; no=0) + 0.86 0.34 0.89 0.31

PTSWATCH  The average hour watching PTS per wedlntasth (hours) + 1.25 196 1.20 1.84
Function variables

FUNC_P Aggregated score for expectation of PSB + 18.78 4.05 18.92 3.93

FUNC_C Aggregated score for satisfaction with comuiag TV — 13.11 4.15 12.90 3.97
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FUNC_D Aggregated score for the differences betwegrectation and satisfaction  + 5.67 4.84 6.02 4.92
Attitudinal variables

SATISFY Satisfaction with PTS as a whole (verysfad/ satisfied =1; otherwise=0) + 0.69 0.45 0.67 0.46
COMMERLI  Consider PTS should be privatized (strgragree/ agree =1; otherwise=0) — 0.39 0.48 0.40 0.49
REPLACE Think commercial TV can fulfill the gap 1éf PTS closed (strongly agree/ — 0.33 0.47 0.36 0.48

agree =1; otherwise=0)
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5.3 Empirical Estimation: Probit Regressions

To identify the characteristics which significanihfluence respondents’
willingness to pay for PSBiinary choice modelis used to assess factors influencing
an individual's choice of whether to pay for itreot. The Probit specification is used
in the empirical analysis to handle the problemth&linear probability model under

both use value and nonuse value scenarios.

5.3.1 Use Value Scenario

Using the Probit model, this study regress therdiscchoice response variable
of paying for use value sample on those 4 kindk@®fariables. The full model in
Table 20 incorporates all variables in the useevalamples and the relative
significances of the variables are compared. & filli model, PRICE1, CABLE,
PTSWATCH, and FUNC_D are found to be statisticaifgnificant at least 10% level

and so that they are preserved in the selectedimode

The selected model for use value estimation costaRICE1, GENDER, AGE,
EDUYEAR, CABLE, PTSWATCH, SATISFY, and FUNC_D. Tlestimated model
parameter and related statistical information é&e presented in Table 20. The
goodness-of-fit for the model is satisfying: The &ftistic is 70.79 (p<.000),
meaning that the overall model is significant. Add SC are 1.21, 1.31, smaller
than that in the full model and implies better mddeompared with the full model.
Predictive capability is also good, with a percgstaf correct predictions equal to
69.26%.

The parameter of PRICEL1 is significant at 1% levith expected negative sign.
However, the influences of socioeconomic variabkesrelatively small and none of
the variables reach statistical significance. Twage variables (PTSWATCH,
CABLE) have the expected sign and are significarthe model. The negative sign in
the coefficient of CABLE means that those who headele service in the household
tend not to pay for PSB. It is quite reasonablectdile service might compete with
public broadcasting service and reduce the demamngublic service. The same result

" AIC (Akaike info criterion) and SC (Schward critem) are information criteria which provide a
measure of information that strikes a balance betvthis measure of goodness of fit and parsimonious
specification of the model. When using informateriteria as a guide to model selection, one should
select the model with the smallest informationecidn.
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can be found in Delaney & O’'Toole (2004) where thesth access or satellite
service were significantly more likely to give a@id. The coefficient for
PTSWATCH is positive, indicating that more hoursaaftching PTS is a signal of
high demand and will increase the probability ofipg.

The sign of FUNC_D is as expected and the paransegggnificant, implying
that the larger gap that an individual found betweis expectation toward PSB and
his satisfaction with commercial broadcasting,dheater probability that the
individual might pay for the charge. Finally, th&itadinal variable SATISFY is also

significant and positive, which is consistent wattpectation.

Table 20: Probit regressions on use value samples

USE VALUE Full model Selected model

Coef. p-value Coef. p-value

Constant -0.706 .399 -0.334 .567

PRICE1 -0.410*108 **< 001 -0.397*10° ***< 001

Socioeconomic variables

GENDER -0.039 .812 0.029 .851

AGE 0.005 513 0.001 .827

EDUYEAR 0.011 .661 0.032 .163

INCOME 0.001 .359

KID6 0.263 .182

KID18 0.170 .319

Usage variables

CABLE -0.557 ** 016 -0.534 ** 014

PTSSAW 0.175 561

PTSWATCH 0.175 *** 003 0.195 ***< 001

Function variables

FUNC P 0.027 412

FUNC _D 0.042 *.076 0.064 ***<.001

Attitudinal variables

SATISFY 0.212 .299 0.373 ** 033

COMMERLI -0.055 .748

REPLACE -0.279 127

Obg 286 309

Log-Likelihood -161.9725 -178.0718

LR test (df) 70.5188 (15) 70.7931 (8)

Probability <.001*** <.001***

AIC 1.24 1.21

SC 1.44 1.31

% correct prediction 72.38 69.26

a. the protests are excluded from the analysis
* xx xx% denote significance at the 10%, 5%, and l&vel.
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5.3.2 Nonuse Value Scenario

The variables to be estimated in the full modelfonuse value are the same
with those in the use value cases, but the restittse estimations in the two
subsamples are quite different. As shown in Talleokly PRICE1, GENDER and
SATISFY are significant statistically. After elinating some insignificant variables,
the selected model is determined. The LR staiist35.94 (p<.000), meaning that the
overall model is also significant. AIC (1.32) an@ §..43) suggest a better model fit
for the selected model. Predictive capability is0686, an acceptable percentage of

prediction in a probit model.

Table 21: Probit regressions on nonuse value sample

NONUSE VALUE Full model Selected model
Coef. p-value Coef. p-value
Constant 0.209 787 0.178 .759
PRICE1 -0.234*18 **%< 001 -0.230*10° **%< 001
Socioeconomic variables
GENDER 0.342 ** 035 0.394 *** 008
AGE -0.007 .363 -0.005 428
EDUYEAR -0.029 273 -0.009 671
INCOME 0.001 .185
KID6 0.187 .315
KID18 -0.024 .879
Usage variables
CABLE 0.220 .367 0.275 218
PTSSAW -0.202 519
PTSWATCH 0.052 .284 0.065 .138
Function variables
FUNC_P 0.020 532
FUNC D 0.014 526
Attitudinal variables
SATISFY 0.337 *.080 0.385 ** 022
COMMERLI -0.194 .263
REPLACE -0.168 .363 -0.340 ** 031
Obg 273 309
Log-Likelihood -172.2099 -195.494
LR statistic (df) 31.7458 (15) 35.9478 (8)
Probability .006*** <.001***
AIC 1.37 1.32
SC 1.59 1.43
% correct prediction 67.03 65.05

a. the protests are excluded from the analysis
* xx xx% denote significance at the 10%, 5%, and lé&vel.
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The parameter of PRICEL1 is also substantial, inidieaf the robustness of the
influence of price. GENDER becomes influential watipositive sign in this model,

suggesting that males are likely to pay for thergba

It is interesting to find that none of the usagealaes is significant in this
model. This result shows that when the value of BT®nsidered in terms of “the
benefit that PTS can brought to the society”, ifmlral’s own use of media plays no
more dominant role in the decision to pay. Usagetisa complete indicator of
derived utility in this regard. The explanatory govef function variables is also
weakened in the model. However, the attitudinaialdes (SATISFY, REPLACE)
become significant: the positive sigh of SATISFYans that respondents who are
more satisfied with the current performance of FsSI®ore willing to pay; while the
negative sign of REPLACE suggests that those whaadthink PTS can be

substituted or replaced are more willing to pay.

5.4 Estimating WTP for Use Value and Nonuse Value

An individual’'s WTP for the current maintenance public service broadcasting
(T) can be further computed using equation (10)(@4g. Owing to that income is not
included in the selected model, WTP is computedl egiuation (11). The computing
task is performed using STATA SE 8.2. The paramsatethe selected probit
regressions are chosen to compute WTP for use saldi@onuse value respectively

because the two models fit better.

It is noteworthy that the parameters in the two ete@dre estimated with
observations that are not protests, however, wbherpate the mean WTP, all 784
observations in this study are included. Althouglealed a negative response in the
telephone interview, protests do not necessarilg halue of $0 toward the good of
interest. As a result, the WTP of the protest saspte also considered in the
following analysis. Figure 10 and 11 show the disifiion of individual’s estimated
WTP for public service broadcasting in terms of uakie and nonuse value. The
mean WTP for use value is $296.637NTD every yehilewhe mean WTP for
nonuse value is $1195.65 NTD every year. Summatedgée for the WTPs is
provided below.
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Table 22: descriptive analysis of the calculatedPNT

obs Mean (NTD) S.D. Min Max
WTP for use value 784 2423.3 1701.5 -2577.7 8892.1
WTP for nonuse 784 1182.8 1616.5 -3433.2 5344.0
value

Frequency

40

Estimated WTP for use value

80 100
Il
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60
|

40

1

20
Il

T T T
-5000 0 5000 10000
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Figure 10: Estimated WTP for use value

Estimated WTP for nonuse value
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Figure 11: Estimated WTP for nonuse value
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With this estimation, the mean WTP for the PSB aw@an and that in other
countries can be compared simultaneously. GDPed as an index to compare the
WTP for PSB under the same benchmark. The averaife \f BBC is estimated to
be 522.22 USD per year, which is about 1.14% ofGb# per capita in UK. Itis a
relative high percentage among the five countra@smared with the 0.53% in Japan,
0.91% in Ireland, 0.19% in Canada, and 0.44% inv&ai The result is not surprising
for BBC really plays a dominant role in the mediarket of UK. The estimated WTP
in Taiwan is 0.44% and 0.21% of the GDP per cdpttaise value and nonuse value
in 2007. Although seems comparatively optimistmwiver, owing to that the
contingent valuation are conducted by using difiereethods of estimation, the

result must be treated with great caution.

Table 23: Compare the estimated WTP with the GIDRn&rnational comparison

Year | Estimated annual GDP per WTP for PSB
WTP for PSB capita (USDY | /GDP (%)
BBC of UK 2004 | total value: 36,256.87 1.14%

£23.50 per month
=282 £ per year
=$ 522.22 USD

NHK of Japan 2006 WTP for terrestrial 34,263.65 0.53%
¥1780 per month
=¥21360 per year
= $ 183.58 USD

RTE of Ireland | 2002 €21.05 per month 31,394.15 0.91%
= €252.6 per year
=$ 287.04 USD

CBC of Canada| 1998 | $ 5.03 CAD per month | 20,495.23 0.19%
=$ 60.36 CAD per year
=$ 40.78 USD

PTS of Taiwan | 2007 Use value 16,606.00 0.44%
=$2423 NTD per year
=$ 73.75 USD
Nonuse value 0.21%
=$1182 NTD per year
=$ 35.98 USD

a. Source: International Monetary Fund, World Econo®idlook Database, April 2008

5.5 Profile Analysis: Least Significant DifferencgLSD) Test

The least significant test (LSD), also called FrisheSD test, compares all the

possible pairs of means after the F-test rejeetsithl hypothesis that the groups do
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not differ. In this study, LSD is used to compdre éstimated amount of willingness
to pay among different groups. The purpose of dsmgs to divide the respondents
into distinct groups of viewers with different chateristics and WTP, and is helpful
for PTS in market segmentation and market positignihe same alphabet in each
group of respondents denotes that the mean WTiRddamwo groups do not differ
significantly. For example, male and female resgonsi WTP for use value is $2323
NTD and $2534 NTD respectively and the mean WTRatdiffer statistically; thus,
the same alphabet is given to the two groups @iomdents. However, when the WTP
for nonuse value is examined, male respondentsttepdy more than the female
respondents and the difference is significant@le®el. Thus different alphabets are

provided to show the difference between groups.

Table 24 shows that when the use value of PTSrisidered, respondents of
different ages do not differ in their estimated WBRLt the difference can be found
among respondents of different level of educatiocome, and average hours of
watching: those who are highly educated or those @dnot have access to cable
service would like to pay more. The significantfeliences among people of different
hours of watching suggest the strong predictivegraay PTSWATCH . However,
when nonuse value is considered, the amount of W&Bout the same regardless of
the level of education. But for elder respondentr &0 years old, their WTP
decreased significantly. Again, the amounts of Wa@mRrespondents of different
attitudes are also proved to be varied among grothps conditional estimates of
WTP using different respondent characteristics see@n more clearly that we can
identify distinct groups with various amounts of R(T
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Table 24: Least significant difference (LSD) test

Use Value Nonse Value
Variables obs Mean (SD)$ LSD test Mean (SD)$  LSD test
GENDER
Male 371 2323.6 (1713.6) A 2134.3 (1351.9) A
female 413 2534.4 (1686.3) A 328.0 (1333.2) B
AGE
20~29 61 2065.8 (1203.0) A 1365.4 (1489.2) A
30~39 192 2491.1(1738.2) A 1408.4 (1508.9) A
40~49 260 2574.3 (1771.0) A 1195.6 (1616.4) A
50~59 177 2329.3 (1554.0) A 1098.6 (1699.3) A
60~69 65 2272.0 (1916.7) A 714.3 (1733.3) B
70~ 29 2286.4 (2002.0) A 753.4 (1560.8) B
EDUYEAR
0~9years 164 1750.0 (1767.3) A 1167.6 (1664.3) A
12~15 years 400 2372.8(1513.2) B 1100.5 (1597.2) A
16~18 years 220 3017.1 (1776.5) 1343.6 (1610.8) A
INCOME
0~20000 62 1729.5(1644.8) A 689.8 (1559.6) A
20000~80000 415 2441.4 (1725.2) B 1250.8 (1620.8)
80000~140000 161 2724.2 (1616.0) B 1473.0 (1473.2)
Over 140000 57 2717.5(1792.7) B 1030.0 (1726.6) A
CABLE
Yes 667 2154.9 (1475.9) A 1308.3 (1572.4) A
No 117 3953.6 (2063.8) B 467.1 (1683.8) B
PTSWATCH
0~0.5h 422 1618.5(1189.6) A 593.5(1504.2) A
05~3h 277 2703.9(1128.3) B 1576.4 (1346.2)
3~5 h 37 4188.0(954.8) 2255.7 (1262.4)
5h~ 48 6520.3 (1227.7) 3264.6 (1428.0) D
KID6
Yes 190 2249.0 (1633.7) A 1283.3 (1584.7) A
No 594 2479.1(1720.2) A 1150.6 (1626.5) A
KID18
Yes 361 2548.5(1754.1) A 1270.9 (1583.6) A
No 423 2316.5(1649.8) B 1107.5 (1642.2) A
SATISFY
Satisfied 540 2913.3(1643.1) A 1810.6 (1332.0) A
Dissatisfied 244 1338.9 (1275.1) B -206.6 (1292.3) B
COMMERLI
Agree 311 2197.1(1499.9) A 968.0 (1493.4) A
Disagree 473 2572.1(1808.1) B 1323.9 (1679.2)
REPLACE
Agree 275 1959.1 (1516.2) A 140.0 (1374.9) A
Disagree 509 2674.1(1744.3) B 1746.1 (1449.7)
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CHAPTER 6 CONCLUSION AND LIMITATIONS

6.1 Conclusion

This study is the first research in Taiwan thatgutlic service broadcasting
(PTS) into the hypothetical scenario and attemaistonate Taiwan citizens’
willingness to pay for public service broadcastiligs also helpful in investigating
what public values that people expect most anglnkil in understanding what

factors influence people’s demand and WTP for suphblic good.

Following Finn, McFadyen, & Hoskins (2003), thewalof PSB is divided as
“use value” and “nonuse value”. This research isdoted by telephone survey in
December 2007 with 786 usable responses. AmongdBgarticipants, 389
participants are for the elicitation of use valuales397 for nonuse value. Protest
responses are also considered in this researghdtheot differ in the socioeconomic
variables, but they do show distinct opinions amding issues to some extent. Due to
the dichotomous nature of the elicitation formatlt models are applied as the
analytical tool, and the compensation variation WS Benerated following
Hanemann’s (1984) welfare measurement. Generadiglspg, the findings from this
survey are suggestive to the purpose of researathwsproposed at the very

beginning of this study:

First of all, this research explores the publicclioms that they expect PTS to
fulfill and their satisfactions with commercial ladcastings in this regard. This is
helpful in clarifying PTS’s position as a publiagee broadcaster, and can also serve
as guide directions for PTS. Respondents put steamghasis on the educational
function and cultural function (Func3 & 5) whileetkeast important function for the
respondents is to provide entertaining programad¢®&u The scores for function
expectations and satisfactions are transformetufdrer analysis: FUNC_D
represents for the gap between expectations arsflessibns, and is found to have

positive influence on WTP in the probit estimation.

Secondly, the influence of respondents’ socio-enuo@haracters and attitudes
toward PTS are examined. The data show that WTBs®walue and nonuse value
were derived from different sets of determinants. kse value, variables related to

the usage of media, respondents’ satisfactionfladap between satisfaction and
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expectations are influential, while the influendelemographic variables is relatively
small. For nonuse value, gender becomes influeintithlis regard, implying that male
respondents are more willing to pay for nonuseealine influences of usage
variables are mitigated and attitudinal variablesdme predictive: those with higher
satisfaction and do not think PTS can be replagecbmmercial broadcasting are

more willing to pay.

The last, also the main objective of this study leesn to evaluate PSB,
especially in monetary term. With the estimatedftments obtained from the probit
model, individual’'s maximum WTP for both use andhuse value are calculated. The
estimated household WTP for use and nonuse vakry grear is52423 NTDand
$1182 NTDin average, about 0.44% and 0.21% of the GDP gu@tecin year 2007.
The result is similar to that in Canada where fan&lians, use value ($488 million
CAD) is 2~3 times higher than nonuse value ($175aniCAD). The estimated
WTPs exceed the current annual $ 900 million NTéngs from the government,
which equals to $ 150 NTD per household every yEae. result also implies that the
current appropriation to PTS is incommensurate thghvalue that PTS brought to

the society.

Some implications can be made from the resultsgbaernment, the estimated
WTP can be seen as a reference point when didoei$sriding policies. For PTS, it
can be seen as the output which is measurable edretucting cost-benefit analysis.
While hours of watching PTS is an important varetolr value estimation in this
study, rating and share seem to be indicatorscranot be neglected in the

evaluation of PTS.

6.2 Limitations and Suggestions for Future Research

Measuring PSB is fraught with challenges due tactiraplexity of handling
citizen-based purposes, and meeting the diverketsdéder’'s expectation. Although
it has been demonstrated that CVM offers a mechafos valuing PSB in this study,
there are still certain limitations that might veaal to the inference of the findings.
Probably the most important limitation of this stus that the measurement is
conceptual that makes the application of CVM difficSuch difficulty is also
reflected on the large size of protest sample®agh efforts have been made to
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reduce respondent’s concern during the telephdeeview. Those who protested
against the evaluation process are critical ta¢alts, even the removal of them
might lead to the overestimation of WTP. In othe@rds, there are dangers of high
incidence of strategic and non rational biddinghie methodology.

Interestingly, the estimated WTPs for use anduservalue are somewhat in
contradiction with the results derived from focueup. In the focus group,
participants revealed a higher willingness to pantiie nonuse value; however, the
amount of WTP estimated from the survey data shbatsuse value outweighs
nonuse value. Probably it is because that use amdse values are presented
simultaneously to the participants and that high@iP for nonuse value might be
driven by group pressures. Another possible expilam#or the contradiction is that
the model fits better in use value samples tharomuse value samples, indicating
that this research still fails to capture the uhdieg factors that influence the WTP

for nonuse value.

Finally, although the main interest of this stugya measure the value of PSB in
Taiwan, but only PSB provided by PTS is presemettié questionnaire. PSB in
Taiwan refers to not only PTS, but also CTS, HakWaIndigenous TV and Taiwan
Macroview TV. However, owing to the fact that TBSTiaiwan is still in its infancy,
only PTS was selected as the target of estimagoture efforts can be made in this
regard to help the establishment of a more compisathe evaluation of public service
broadcasting.
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APPENDIX 1 AN INTERNATIONAL COMPARISON OF PUBLIC
BROADCASTING AND PUBLIC FUNDING MECHANISM

Country Public Broadcasters Funding System

Australia ABC(Australia Broadcasting | Annual appropriation from the

Corporation) SBS(Special federal government
Broadcasting Service)
Austria ORHKAustrian Broadcasting License fee
Company)
Belgium VRT—Flemish-language public| Public funding for RTBR is grantec
broadcaster by the Belgium Community and the
RTBR— French-language publit amount granted is determined in the
broadcaster management contract. VRT’
mission is linked to the financial
envelope granted to it by the
Flemish government each year.
Denmark DR Household license radio/television
(Danish Broadcasting Corporation)fee, which is set by the Parliament
every 4 year.

Finland YLE Household license fee determined
by the government and collected by
the regulatory authority, FICORA.

France France Télévisions License fees

Germany ZDF, ARD License fees

Ireland RTE(Radio Telefis Eireann) 50% from the license fees

Italy RAI (Radiotelevisione Italiana) | License fees

Japan NHK(Nippon Hoso Kyokai) Receiving fee charged from anyone

who has equipments to receive
NHK programs

New Zealand

TVNZ (Television New Zealand
Limited)

Over 90% of its revenue is gained
through commercial activity,
slightly less than 10% of revenue
comes from government sources.

Norway NRK(Norsk Rikskringkasting ) | Household license radio/television
fee set by the Parliament.

Spain RTVE Television license fee

Sweden SVT(Sveriges Television) Television license fee. Parliament
SR (Sveriges Radio) decides the size and the allocation
UR (Utbildningsaradion) among the 3 public broadcasters.

Switzerland | SF DGS Radio/television license fee
TSR TSI TvR

United BBC Television license fee.

Kingdom S4C (Welsh-language BBC World Service'’s income is

service)

from a Grant-in-Aid from the

Foreign and Commonwealth Office

S4C receive annual grant from

14

Department of Culture, Media, and
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Sport.

United States

PBS(National Broadcasting
Service)

NPR (National Public Radio)
PRI (National Radio Information)

PBS, NPR, PRI and other public
broadcasters receive government
funding through Corporation for
Public Broadcasting (CPB), other

federal government grants, state and

local governments, state colleges,
and public schools.

Hong Kong RTHK Funded directly by the annual
(Radio Television Hong Kong) | government allocation.

Korea KBS(Korean Broadcasting The main budget of KBS comes
System) from the TV license fee under the
MBC (Munhaw Broadcasting | national broadcasting law.
Corporation)

Canada CB(canadian Broadcasting | Primarily funded by the
Corporation) Parliamentary Appropriation for

Operations.

Taiwan PTS PTS is funded mainly by
CTS government grants; CTS by
Hakka TV advertising, Hakka TV by Council
Indigenous TV for Hakka Affairs; and Indigenous

TV by Council of Indigenous
Peoples, Executive Yuan

Source: Adapted from Nordicity Group Ltd (2008nhalysis of Government Support

for Public Broadcasting and Other Culture in Canagal?2.

Per capita public funding for public broadcast)4

Switzerland
Morway
Germany
UK
Denmark
Sweden

Finland

154
147

124

115
m

Austria 84

France 69
Belgium 68

Ireland B7

Japan 62
Australia 44

Italy 41
Spain® 36
Average = &0
New Zealand 20
U.S*
T T T T T T
0 20 40 60 = 100 120 140 180

C$ per inhabitant

180

Sources: Public funding data obtained from various sources; see Appendix A for list of data sources. Exchange rates from Bank of
Canada. Population data from CIA World Factbook.
* Figures for Spain include an estimate for the public broadcasters of the autonomous regions.
** Data for fiscal year 2003

Source: Nordicity Group Ltd (2006\nalysis of Government Support for Public
Broadcasting and Other Culture in Canagn.8.
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APPENDIX 3 OPEN-ENDED REASONS FOR NOT PAYING FOR

THE CHARGE
Rec. Reasons Provided by Rec. Reasons Provided by
No. Respondents No. Respondents
(1) It is the government that should be responsible for it. (N=50)
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(2) The expense should be included in the taxes so | won’t pay any exira
charge. (N=15)
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(3) We should be able to afford better TV programming if the
government did not waste so much money. (N=23)
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(4)1 have already paid for cable TV (N=15
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(5) PTS should support itself by means of advertising or sponsorship
(N=14)
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(6) It is unfair to ask me to pay more money (N=22)
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(7) It depends on the quality of programs, but | have insufficient

information to judge by. (N=8)
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(8) PTS can be substituted by many other media. (N=27)
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(9) The required amount of money is too high due to budget constraint.
(N=58)
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(10) 1 don't really spend much time watching PTS. (N=78)
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(11)The current performance of PTS

is below expectation. (N=18)
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(12)I'd rather spend the money to those in need. (N=3)
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