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ABSTRACT

In Korea MVNO was introduced in 2011 when twenty seven years had passed since Korea Mobile Telecom(now SK
Telecom) started mobile phone service. MVNO can make competition more effective to lower communication costs
through the alternatives. In the early 2000s, the need for the introduction of the MVNO has been raised already by
scholars in Korea. But it wasn't until the late 2000s when rate cuts appeared to be a major policy issue, and Korean
government introduced MVNO. In April 2015, MVNO's market share reached 8.8%, but Korea does not have a firm
system yet. This rapid growth of MVNO market in Korea was made possible by consumers’ demand for cheaper
services and late introduction of MVNO. And telecom companies(MNO) abuse their supreme power against small and
medium firm MVNOs and reserved market share using their subsidiary companies. Thus proper regulation is
necessary. However, the government authorities should have recognized global MVNO flow quickly and have to make
a sufficient effort to establish proper competition condition of the mobile telecom market.
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Table. 1 Mobile Phone Market Resale of Major Countries

Wholesale Duty
Country ) Remarks
SP(1981,1996)
USA ] yithdrawal(2002)
SP(1985) —
UK withdrawal(2002)
MVNO contract is free, SP
Germany SP(1990) contract is regulated
SP(1998), Wholesale regulation with
Norway . . .
MVNO(2006) SP, price regulation with SP
Denmark SP/MVNO(2000) — In 2006, competition
withdrawal(2006) | condition improved enough
Japan na MVNO decides main
P contract(2007 Guidelines)
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Table. 2 Introduction trial of MVNO in Korea

Time Contents
The necessity of MVNO introduction suggested
2002.6 | in the improvement plan of telecommunication
service and business classification system
2007.10 Cor‘npuISO}'y MVNQ introductiion included in the
) revision bill of Radio Regulation Act
Radio Regulation Act revision bill automatically
2008.5 scrapped with termination of 17th National
Assembly
2008.9 | KCC announced to resume MVNO introduction

Table. 3 Study on MVNO Introduction in Korea(2002-2006)

Researcher .
(Year) Title
Naechan Lee | Vitalization of Resale and Competition of
et al.(2002) Telecom Market
BK)l/IL;ln(gzv;/)(())(;r)l Regulations for Fixed Network Operators
Bongjun Kim | Background for MVNO Introduction in
(2004) Foreign Major Countries
Taehyun MVNOs in USA and Europe and Leap of
Kim(2006) MVNE
. Effect Analysis of Competition Policies
Sunghwan Kim L Lo
et al.(2006) bass:d on Telt?commumcatlon Services in
Major Countries
Jungwook Byun | MVNO Concept and Regulation and
et al.(2007) Market of Major Countries

Table. 4 Process of MVNO System Introduction in Korea

Time Action

Article 38 Revision of Telecommunications

20103.22 Business Act

Enforcement ordinance was revised for the
government to designate mobile telecom company
with the first market share as responsible for the
whole licensee and service in order to protect
subscribers of resale companies

2010.10.1

‘Guidelines on compulsory wholesale service
items of wholesale company, conditions, process,
method and price calculation' established

Support programs for MVNO's early launch of
services established

A W E A1)

2010.11.15

2011.5.16
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Table. 5 Whole Sale Guidelines(2011.7)

Contents
More than 200 thousand subscribers: 1%
~ more than 1,200 thousand subscribers:
6% extra discount

Category

Bulk purchase
discounts Rates

55%% HiEohs A o= 24 EIHH6-101.9)

Table. 6 MVNO Activation Policies in Korea

MVNO Activation Comprehensive Plan(2012.3.29)

phone supply condition improvement, resale service
expansion, WiFi netwotk resale, propagation fee exemption,
USIM mobility expansion, phone number transfer system
improvement

Mobile Telecom Service - Phone Competition Activation and

Data only MVNO | 50% extra discount
Wholesale Price | wholesale price
Resale Resale only to enrolled MVNO

from existing
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Family Telecom Cost Reduction Plan(2013.5.15)

-2013 wholesale price reduction: voice (54.5won/min—
42.3), data (21.6won/MB—11.2)

- bulk purchase discount limit reduction (22.50 mil. min—10)

-LTE service, color ring + MMS included a wholesale
service regulation

- limitless voice service pack wholesale included

- Post Offices wok as sales shop

2014 MVNO Activation Plan(2014.6.26.)

-2014 wholesale price reduction: voice (42.1won/min—
39.33), data(11.5won/MB—9.64)

- Revenue allocation rate change of medium and low price
items(telecom company 50%: MVNO 50% — 45% : 55%)

- Telecom company related MVNO market share 50% less

Third Activation Plan for Second Leap of MVNO(2015.5.22)

-2014 wholesale price reduction: voice (39.33won/min—
35.37), data (9.64won/MB—6.62)

- revenue allocation rate change

- propagation fee exemption extended lyear

- MVNO pack diversification
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Table. 7 Wholesale Price
2012 | 2013 | 2014 | 2015 | B/A
A B (%)
Voice(won/min) | 54.51 | 42.21 | 39.33 | 3537 63.7
Data(won/MB) | 21.65 | 11.15 9.64 6.62 30.6
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Table. 8 Mobile Telephone Service Subscriber Number

(10 thousand)
2000 | 2010 | 2011 | 2012 | 2013 | 2014
gelec"m 2,682 |5,077|5,.2115,234| 5,468 | 5,263
ompany
Subscr

iber | MVNO | - - | 40 | 128 | 249 | 458
Total |2,6825,077|5251|5,362|5,717 5,721

Telecom | 100.0 | 100.0
Iéirket Company| % | % |792%]97:8%(95.6%(92.0%
AT MVNO | - - 0.8% | 2.4% | 4.4% | 8.0%

Table. 9 Korean MNOs and related MVNOs(2015.4)
(thousand persons)

Subscribers
MNO MVNO i )
SK Telink, Unicomz, KCT, KDLink, 2335
SKT | Eyagi, eMart MOBILE, Smartel ( 4’ 6%)
Mobile, Eyesvision, SINet (10) 0
CJHelloVision, KTPowertel Homeplus,
CN COMMUNICATIONS, Enex
KT Telecom, S1Net, Winner Stellenbosch, 2,283
ACN Korea, Sejong Telecom, kt (45%)
telecop, Free Telecom, Evergreen
Mobile, KTis, N telecom (14)
MEDIALOG, Free Telecom, Merchant P
LG U+| Korea, MTT Telecom, Homeplus, (9%)
eMart MOBILE (7) °
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Table. 10 Subscribers of MVNOs (2015. 4)

Company  |Establish| Subscribers Remarks
CIHelloVision | 2012.1 | 866,595 large company
related
SKTelink | 2012.6 | 818524 | ‘clecom company
related
. SM company
Unicomz 2012.1 427,950 (Post office)
.. SM company
Eyesvision 2011.7 397,447 (Post office)
Free Telecom | 2010.8 | 374,342 SM company
' ? (Post office)
EGMobile | 2008.4 | 344,841 SM company
’ ’ (Post office)
SM company
Enex Telecom | 2004. 2 280,154 (Post office)
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Table. 11 Sales and Operating Profits of MVNOs

(mil. won)
Year (sifi?ie) (Pstil)flse) Toul | Profic | o
2011 95,551 54,711 | 150,262 | - 4,614 | -3.1%
2012 | 117,779 | 141,550 | 259,329 | - 56,253 | -21.7%
2013 | 239,436 | 343,853 | 583,289 | -90,827 | -15.6%
2014 | 455,539 | 420,034 | 875,573 | -96,534 | -11.0%
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Fig. 1 Post Office MVNO Subscribers by Ages
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Table. 12 Wholesale Price Calculation

Contract Real
wholesale | wholesale | Difference
. . Remarks
price price (B-A)
(A) (B)
SKT | 1953 2,305 352 | MMS, video
call
LGU+ 3,732 3,768 36 fixed price data
A WEEA Y8 HEAlR, 2013.9. 16
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