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On the Development of Cost-Benefit Analysis and its Role
in the Study of Broadcasting

Hirosuke Arai

1. Development of the Cost-Benefit Analysis of Broadcasting
In Great Britain, studies on the application of cost-benefit analysis method have been
widely conducted in recent years in order to find the best way to secure a source of
income for public broadcasters. This paper tries to summarize the characteristics and
problems of the study of the cost-benefit analysis of broadcasting, which has been
under way since the 1960’ s, on the basis of the study reports in English and
Japanese that I have been to obtain.
The conclusions reached are as follows:
(1) Formerly, issues related to broadcasting institutions have been looked at from
the viewpoint of culture as well as legislative and administrative procedures, but all
the collected cases of studies introduced the theory and methodology of economics in
their approach to the issues.
(2) As for the range of cost-benefit analysis, most examples treated the cost and be-
nefit in a narrow sense, dealing only with the direct costs related to the production
of broadcast programs, transmission and reception as well as the direct personal be-
nefit viewers receive from the program, such as a sence of satisfaction. Regarding the
methods of obtaing the direct cost and benefit values, there has been a movement
from assumed values to actual values, which can be viewed as a progression. Com-
paring certain Japanese studies made in 1985 and 1990 reveals that there has been
a decline in benefit/cost ratios of overall TV broadcasting in a narrow sense.
(3) The future course of cost-benefit analysis seems to be that analysis will be made
in a broader sense ; that is, analysis will include social costs such as the negative
effects of violent program and lengthy advertisements, and social benefits including



the diffusion of beautiful and proper Japanese and the improvement of international
understanding through external broadcasting services.

2. Economic Study of Broadcasting and Role of Cost-benefit Analysis in the Study
of Broadcasting

After studying the available reports, this author obtained the following results:

(1) One aspect of the economic study of broadcasting is that considerable efforts are
being not only to the structure of the broadcasting system itself, including its institu-
tions and organizations, but also to study the relationship between a broadcasﬁng
system and various social systems, including politics and law. This seems to reflect
the influence of the general analytic framework of economics which is to search for
the most logical behavior in the given conditions, which include scarcity of resources
and regulations.

(2) The cost-benefit analysis of broadcasting which deals with cost and effect is
more or less related to the theory of media effects, as for example, in the study of
broadcasting. Some study examples of the cost-benefit analysis of broadcasting in-
clude a benefit-evaluation analysis conducted by viewers themselves. This is related
to the theory of feedback from the receiving end.

As mentioned earlier, one aspect of the economic analysis of broadcasting concerns
the structure of a broadcasting system itself including its institutions. Some people
say that in order for Japanese society to become truly democratic is necessary to
further strengthen channels through which public opinion is reflected in its political
and social dimensions. The same is true with broadcasting.

The cost-benefit analysis of broadcasting included in the “theory of feed-back from
the receiving end” can be regarded as an important element in a new broadcasting
system which emphasizes the establishment of various channels to connect viewers
with broadcasters. In other words, this analysis is closely related to other studies on
the construction of a new broadcasting system which aim to enhance the viewers’ sta-
tus and rights.
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