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ABSTRACT

This paper defines markets relating to each paid broadcasting service by applying the
test method of critical sales loss to the results of survey to the paid service subscribers. The
result confirms the existence of a meaningful competitive relationship--in terms of the
Competition Law--among all paid broadcasting services included in this study, or at least
analog cable broadcasting, digital cable broadcasting, and real time IPTV(Internet Protocol
TV) service. This indicates that current regulations which are being applied to cable TV,
satellite broadcasting, and IPTV are actually discriminatory. Based on these analysis results,
this paper suggests that the main attention for the improvement of regulations should be
focused on regulations which are differently applied to different paid service providers. In
particular, Article 20 in the Internet Multimedia Broadcasting Law is interpreted as defining
the real-time IPTV as an independent market, thereby having leeway to harm fair
competition among different paid service providers. Therefore, that article needs to change to
give the right of equal access to contents to all the competing paid service providers.
Furthermore, to put teeth in the contents equal access rule, most popular pay channels need
to be designated as target contents of the rule. As for the market-share limitation regulations,
the paper suggests that an upper limit on the market share should be set based on the total
number of subscribers of all the competing paid services and the same limit applied to all
the competing paid service providers.
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{Table 1> Sample Summary

Services # of sample by # of sample by survey method
service Face-to-face survey Internet survey

Analog CATV 792(48.0%) 792 0
Digital CATV 318(19.3%) 118 200
Satellite Bro. 256(15.5%) 56 200
Real-time IPTV 233(14.1%) 33 200
VoD IPTV 51(3.1%) 1 50

Total # of sample 1,650(100%) 1,000(60.6%) 650(39.4%)

Note: VoD is the abbreviation of “Video on Demand”.
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{Table 2> Number of Service Conversion by Service and Scenario

| | 4o # (?f Conversion service

Services Scenario sample service | Analog | Digital | Satellite | Real-time | VOD
conversion| CATV | CATV Bro. IPTV IPTV

5% increase in price | 792 132 65 13 50 4

Analog 1 10% increase in price| 792 256 134 32 81 9

CATV 5% increase in price| 792 | 223 78 10 127 8

? 10% increase in price| 792 337 127 32 167 11

5% increase in price| 318 100 28 26 38 8

Digital 1 10% increase in price| 318 172 52 35 70 15

CATV 5% increase in price| 318 138 12 14 101 11

’ 10% increase in price| 318 197 26 16 142 13

5% increase in price| 256 86 18 39 - 24 5

Satellite ! 10% increase in price| 256 149 20 71 - 48 10

Bro. 5% increase in price| 256 97 13 23 - 55 6

’ 10% increase in price| 256 144 17 45 - 75 7

5% increase in price| 233 98 9 67 8 14

Real-time 1 10% increase in price| 233 134 10 88 15 21
IPTV 5% increase in price| 233 48 5 25 8 10

’ 10% increase in price| 233 92 8 59 11 14
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{Table 3> Service Conversion Ratio by Service and Scenario

Conversion Conversion service(%)
Services Scenario Sjm(;{e rto | Analog | Digital | Satellite |Real-time
(%0) CATV | CATV | Bro. IPTV
5% increase in price | 760 16.84 8.55 1.71 6.58
Analog 1 10% increase in price| 725 34.07 18.48 441 11.17
CATV 5% increase in price | 749 28.70 10.41 134 16.96
’ 10% increase in price| 717 4547 17.71 4.46 23.29
5% increase in price | 301 30.56 9.30 8.64 12.62
Digital 1 10% increase in price| 282 55.67 18.44 12.41 24.82
CATV 5% increase in price | 293 4334 4.10 478 | 3447
’ 10% increase in price| 286 64.34 9.09 5.59 49.65
5% increase in price | 237 34.18 7.59 16.46 - 10.13
Satellite 1 10% increase in price| 224 62.05 8.93 31.70 - 2143
Bro. 5% increase in price | 239 38.08 5.44 9.62 - 23.01
’ 10% increase in price| 227 60.35 749 19.82 - 33.04
5% increase in price | 202 41.58 4.46 33.17 3.96
Real-time ! 10% increase in price| 174 64.94 5.75 50.57 8.62
IPTV 5% increase in price | 206 18.45 243 12.14 3.88
’ 10% increase in price| 189 41.27 423 31.22 5.82
Aol /IS ARV 2 AL AF5) dske] Aaks 244 A 7
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(Table 4> Mark—up Ratio(m) by Service

Mark-up ratio by scenario
Services
Scenario (A) Scenario (B)
Analog CATV 54.0% 64.3%
Digital CATV 61.6% 70.2%
Satellite Bro. 24.7% 49.7%
Real-time IPTV z%
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(Table 5> Market Definition Process of Analog CATV (1% stage)
(Unit: %)

Tested service Scenario (A) Scenario (B)

t ASL
group m CSL Result m CSL Result

tested group 643 79 tested group

5| 1684 540 8.3 expanded expanded

Analog CATV
tested group 643 135 tested group

10| 34.07 | 540 136 expanded expanded
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(Table 6> Market Definition Process of Analog CATV (2™ stage)

(Unit: %)
; Scenario (A) Scenario (B)
Tested service . ASL
group m CSL Result m CSL Result

5 12,01 552 83 tested group 652 71 tested group

Analog CATV + expanded expanded

Digital CATV

10 | 2603 | 552 | 153 [[Sted o) ooy |3y |tested eroup

expanded expanded

Note: The ratio of numbers of subscribers of Analog CATV and Digital CATV applied in computing ASL and

m is 85:15.

(Table 7> Market Definition Process of Analog CATV (3“ stage)

(Unit: %)
; Scenario (A) Scenario (B)
Tested service . ASL

group m CSL m CSL

5> 100 5100
Analog CATV + 5 3.98 52.4+0.05z 57.450.052 62.0+0.05x 67.0 1 0.050

Digital CATV +

Real-time IPTV 5 | 10x100 , | 10x<100
10 10.80 | 52.4+0.05x 6241 0.05% 62.0+0.05z 72.010.052

Note: The ratio of numbers of subscribers of (Analog CATV + Digital CATV) and Real-time IPTV applied
in computing ASL and m is 95:5.
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<Table 8> Market Definition Process of Digital CATV (1% stage)

(Unit: %)

Tested service . ASL

Scenario (A)

Scenario (B)

group m CSL

Result m CSL Result

5 30.56 | 61.6 7.5

tested group
expanded

tested group

70.2 66 expanded

Digital CATV

10 | 55.67 | 61.6 14.0

tested group
expanded

tested group

70.2 123 expanded
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(Table 9> Market Definition Process of Digital CATV (2™ stage)

(Unit: %)
Tested service ; AST Scenario (A) Scenario (B)
group m CSL m CSL
Digital CATV + 5 18.59 | 45.8 +0.26x % 52.2+0.26x %
Realtime IPTV 10 | 38.05 | 45.840.262 % 52.240.26 %

Note: The ratio of numbers of subscribers of Digital CATV and Real-time IPTV applied in computing ASL

and m is 74:26.

(Table 10> Market Definition Process of Digital CATV (3 stage)

(Unit: %)
i Scenario (A) Scenario (B)
Tested service ; ASL
group m CSL m CSL
5 X100 5100

Digital CATV + 5 10.53 | 37.2+0.15z 210152 51.2+0.15x 56210157
Real-time IPTV
+ Satellite Bro. _10x100 _ 10100

10 23.89 37.2+0.15x 17210157 51.2+0.15z 61210152

Note: The ratio of numbers of subscribers of (Digital CATV + Real-time IPTV) and Satellite Broadcasting

applied in computing ASL and m is 59:41.
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<Table 11> Market Definition Process of Satellite Broadcasting (1% stage)

(Unit: %)
Tested Scenario (A) Scenario (B)
. t ASL
service group m CSL Result m CSL Result
s | 3418 | 247 | 16g |festedgroup g, | gy | tested group
expanded expanded
Satellite Bro.
10 | 6205 | 247 | 28g |'estedgroup | g g | tested group
expanded expanded
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(Table 12> Market Definition Process of Satellite Broadcasting (2™ stage)
(Unit: %)

; Scenario (A) Scenario (B)
Tested service . ASL
group m CSL Result m CSL Result

tested group tested group

5 1276 | 438 | 102 603 | 77
Satellite Bro. + expanded expanded
Digital CATV
10 | 4747 | 438 | 186 |'€Cd WP o)y, |tested group
expanded expanded

Note: The ratio of numbers of subscribers of Satellite Broadcasting and Digital CATV applied in computing
ASL and m is 48:52.
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<Table 13> Market Definition Process of Real-time IPTV (1*' stage)

(Unit: %)
Scenario (A) Scenario (B)
Tested service group| ¢ ASL
m CSL m CSL
5X100 5100
5 41.58 T . T .
Real-time IPTV
10100 10 <100
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Service

Scenario 1

Scenario 2

Analog CATV

Analog +Digital +IPTV

Analog +Digital +IPTV

Digital CATV

Digital +IPTV +Analog or
Digital +IPTV +Satellite +Analog

Digital +1PTV + Analog or
Digital +IPTV + Satellite

Satellite Bro.

Satellite +Digital +IPTV + Analog

Satellite +IPTV +Digital

Real-time IPTV

IPTV +Digital +Analog or
IPTV +Digital +Satellite +Analog

IPTV +Digital +Analog or
IPTV +Digital + Satellite

Note: In case of (5% increase in price + scenario(A)), in order for each market defined on Digital CATV,
Satellite Broadcasting, and Real-time IPTV to include all the paid broadcasting services, the mark-up
ratio of Real-time IPTV should be bigger than 20.3%.
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<Appendix A> lllustration of Computation of Conversion Ratio

Scenario 1, 5% increase in price| Analog CATV

Digital CATV |Real-time IPTV | Satellite Bro.

Analog CATV - 0.0855(a) 0.0658(b) 0.0171(c)
Digital CATV 0.0930(d) - 0.1262(e) 0.0864(f)
Infinite geometric sequence Initial value Multiplier Sum of infinite sequence
Analog CATV — Real-time IPTV | 0.0766(b+a*e) | 0.0080(a*d) | 0.0772(g=[b+a*e]/[1-a*d])

Digital CATV — Real-time IPTV

0.1324(e+d*b)

0.0080(a*d) | 0.1334(h=[e+d*b]/[1-a*d])

Note: (a)~(f) are conversion ratios in <Table 3>.
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