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An Economic Analysis of Flat Pricing for Unlimited Voice Calls
Necessary Conditions and MNOQO’s Strategy

Weonseek Kim*

B Abstract &

As the gaps become narrower in interconnection fee and volume rate, the MNOs began to introduce flat pricing
for unlimited voice traffic competitively in Korea wireless telecommunication market : ‘unlimited talks within
intra-network” by the Tst operator, followed by the 3rd operator’s ‘unlimited talks over all networks’. As a result,
subscribers tip in toward the third ranked operator and could bring a substantial change to steadfast market structure
over the last decade in Korea.

This paper aims to develop a simple economic model to analyze competition with flat pricing for unlimited voice
traffic, and to check whether the pricing can be appropriate for the MNOs. The results show that MNOs already step
in the necessary conditions to launch flat pricing for voice traffic. It also predicts that the MNOs compete with unlimited
talk over all networks and set a single fee in an equilibrium. At present, the MNOs run virtually identical pricing for
unlimited talk over all networks, considering their differentiation with respect to service quality, coverage and brand
preference.

Keyword : MNO(Mobile Network Operator), Unlimited Talks, Subsidy, Interconnection Fee
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