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Pricing Strategy, Profit Sharing, and Market Structure
in Digital Music Contents Industry

Dae-Chul Jang* - Byong-Hun Ahn**

m Abstract m—

This paper analyze the fee structures of digital music contents and the revenue sharing ratios that are now on-going
debates in Korean digital contents industry. Especially we consider Korean situation where copyrighters and telecom compa-
nies have conflict of interest.

We found two major results. First, the choice between the flat rate scheme and the usage-based rate scheme is not
important to telecom companies and copyrighters. The important thing is that copyrighters should decide the revenue sharing
ratio and given that telecom companies should decide the retail price. Consequently, this way can lead to win-win solutions
between them. Second, the flat rate scheme affects the relationship between consumers and telecom companies. Under
the flat rate scheme, telecom companies have more benefits than consumers. In the vertical integrated structure, partic-
ularly, this tendency is more severe,
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RPM)§o 24 olFnd g 1dh= Aol o F2 4
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hu}
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ZA51E 49 FFr(revenue sharing)ol] 2814 o]

Fupdoe] oA A HER AL3SAe] FAE F

Stk ol tEdl 1 olfrE ol EEAALY 4

o] ARgre FHEHA H7] wEelrt o] EAC

ey B =RdAs WA 494 BE FYS F

Fate Aol gsiA tE Aolthis)

15) U3 F(revenue sharing)AleF oA Felx
M #ak olygl ez MulA AFIA ] =
Ho| $0] GFE T FFdM= 85T £
THAL ST HHL A K= A
b EA6tn ol#E ddE Besty] A HE
A(advance)® =457 % gth &Awr AB| A
AFQAE A4l EAsHE Bele ol#s A
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* Proposition 2: “P&5Q FYFH EF oA
be < a<b(2L+c) 9 F8 LA} o] §L o]
EEUA] T1A - AA e Fgae] M
d-o Y3 wA P Hrk

Proof : 4 (0)AH o], = (a—bo)?/ (86O 2

Z LY g7t opch

BA 22 ©]F TN THA AR SAARY
ol&d FFE FA gt Ao EAFL Bolm
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9 o] TFAAL EAFU(AN A FAN L) L
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o AAE Auls ATAAAA BelEA 08 B

A AE8E = AHAGE 9, 2002).
16) BA 28] 238 WFHA Rie A4E F A
ojth. A, aB|Ae] ABAIART HEYA
AHEHIEO] & Ffolth o] Aol Aol &
AstA @A Aok 4, 2u]Re) A BYALA o
HEHZ W& Zdx gFo)gu 4o §d n
M e F Aot dAHorw 3} LU
A &Aool avtA 24 & B olyet A
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of 9 agAx=e] dde] YAHo T ARAY
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A Mz #d M8 o 24 FEE /49
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* Proposition 3: “FEZQ FY&FHF EF A
oJEEAL] Bt A} FFAEG ] =
2 oJFE I A Hiu, 2[RI Yol
o 2& YAE JIXA Hrl zalm o] AL A
7o FES nAX Gtk & olFERIAF
9] Ln] At G§HA Y zero-sum game)o] H Tk

Proof : 4 (1)l 9J3jA P =103 £FA9} tjz2

A Aoz g Frkegle) REo] &
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2|3 o] FFAIARY AN E o FufEu g
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| AGgAe] dRE LnATE Al 4Hle] £
AR B ARE Sol7] AT APz
dez A4 F= g

YA ol ofAPAL 8o H§ 4
A Ak,

BelAel e 14 AH4Est AuRone ¥
Fedy] diel 2Rl BF AU 7h
A F& Y.

FhHoz ~Eey WA AHAAE Ay
o) AFAd FFAe) B¢ drgAel A5
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2.3 SN VE 2E RIS IRsHE 2 A YAl e AnA HU% BHE e
HELZ ol8238 Z&s 49 FHE FHote mﬂoﬂ qlaw %maxm e

ol A 228N MEH A o] 2w A3} Az FeulEn & m% éﬂéé}ﬂl H-Etﬂ °l H‘M
A5 2z FYUE gide s fFoujEni s o] 8¢l &, = A (WeRFH A /=T 5 3
2AsAT A 2SS S9E AP Al g & o] 5BAANA Wiro] F K o]9le HE
A HEHZE o]g3tA He Aoz UESA o] Hlug ¥ Zo] 7 F gk
ol #2% ¢4 Fdx $e27E J4g
e o] F A E Zo] Tt Fo & ol 4 =7y la—bc)/ (4D). 27)
ks 40| A1 F e o] oM ol

g 24 tslAl AR ojn Ao o)t F YRR 7, >m, B9 A dsAe
#o) xgaﬂ % 9=z z}o St AfAoR ofF rg > 1/20]0]0F B}, o]& FFEA, 1/2<r, <3/4
H 3 | A 7ol Sddeats} ol g BN ool B
N 7V HaL, & U E S A Ha
0.4 27)0)] o]EEAAE e FAE EA oluj 2u &3} HHA gApre] FAatol HA ool

| oz 2 Aol ol W eAAA} o] FEAA
max 7y, = (P, —c)(a—bP,)(1—r;) o] o1§9 3 & AL e Gt o

7 =(a— b/ (4b). (28)
o] u, o] BN o] FEAAY o &L 7y,

YEYT o] & 277 Sdo|&aFo] ¥
7HAE P, R
oty Yz okt Ttk o] wf o] FFAAY €S, = a—be)*/ (sb). (29)
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rkﬂ
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Anarly cs e ohedt 2ol i :

olE ¢5,9 I W) BA 5, -8, =3~
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=(a+bc)/(20)7F A} WhA] o] VA A} aHeg AlE &L oew g}

SW, =y, + 1y + €S, =3(a—bc)*/(8b).  (30)

= {1—7, )a—be)?/ (4b) (26) a9 ASFAE s >swrb Ak web
o] BA4E 228+ JA
RE £9e THIN B A9 5B
FHL my o Mk, vy =948l AN 7,2 proposition 41 297 BEE BE 7Y e
57t Fol o1 FFAAT} o] F ol iu) Ao of g = e B nEuge] 77
Fo1T & QU ek o Haia HEAY FYFs RYH Hay
I B2 1)6A JAEAS s Sdd g o] FEIALe] ol &, FHde A o]F, 18]
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1 203} o) FEAA W(EE 27} 247 544
2 B3ete] 2ASHAL L(EE 28 T of
So] 3FAkE AL S e AoIH Case 2
A AR 1t AR 2t $PHo 2
4 i 45 2 B I FEAM 13}
o|EFAAL 27 BT Y= 4L ekt
saelA o] FHA0E BU B Case 27
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23 Case 2914 2HIAEL 3 29 o5 ¥4
AT AQ)EtE BE FR9 298 o]L4F 4
A "ok e SAdERY o) BEAAN} S
AM oz B A (Case DAlE UXd 298
Apdstete] o] Zha gl] wiEe] &9 13
&4 28 BF 93 AvAE 53 17

FHEGIAL 204 22k Fstelof .
31 HUMIL ot 3R

a9, 94 A7 Sl A$ Case 13 Case 2
o] Fx9 Aol7t EAl=RE M I
B} Case 1914 S0 disiy 549 $£3%5%
34 19 o] &3} AL vge3) 2}
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maxmy = =) 31)

o W, FAFFAA 19 ol&L n, SAAL
Py BAMEL colT FaBFE G Lol ¥
CECE

D(P,) = N;,(a—bP,) + N, (a—bP,) (32)
= (M, +M)(a—bF,)

olAY AA FAFFE tFAn| A} LAFan
o FR¥TE FHOZ A LX) A |t o]
A o]ET st e WA 499 o] 354 T
TEHOE FTU WA AolA & 7 =(a—
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(o] HIL oJAL om, 9 2T o] AL FaFFY
THA dad F EAY ot LA
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