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SUMMARY

1. Title

A study on the behaviors under Mobile Device Distribution Improvement Act and a plan

to promote competition

2. Objective and Importance of Research

Despite the positive achievements of Mobile Device Distribution Improvement Act, such
as easing user discrimination and decreasing household communication costs, competition
for public announcement subsidies among telecommunications companies weakened and
concerns about weakening competition in the mobile communication market were raised,
such as a decrease in operator conversion It is necessary to find a way to revitalize the
competition for public announcement subsidies and to expand user benefits.

Meanwhile, it is necessary to review the direction of system improvement based on an
understanding of consumer behavior in the changed distribution environment after the
enactment of Mobile Device Distribution Improvement Act. After the enactment of Mobile
Device Distribution Improvement Act, as the distribution structure of the mobile device
changed, the behavior of consumers that were indirectly affected would have changed,
but the results of research and research on this have been insufficient. In the process of
purchasing a mobile device, selecting a mobile communication service provider, or
converting, it is necessary to identify the consumer behavior and the cost of switching to
a business operator and refer to the policy direction.

This study focuses on improving the competition system in the mobile communication

— xiii -



device market to induce legitimate competition for subsidies through competition and
deregulation. In addition, after the enactment of Mobile Device Distribution Improvement
Act, the results of questionnaire analysis on consumer mobile device purchase and service
subscription behavior and business conversion costs are presented to help understand

consumers who purchase and use mobile communication device.

3. Contents and Scope of the Research

The composition of this report is as follows. Chapter 2 examines changes in market
conditions, changes in mobile communication service behaviors, and changes in device
usage behaviors for five years after the implementation of Mobile Device Distribution
Improvement Act, and evaluates problems and performance. Chapter 3 reviews ways to
improve the competition system to induce legitimate competition for subsidies in the
mobile communication device market, such as discrimination of subsidies by subscription
type, expansion of additional subsidies, change of disclosure period, and improvement of
the penalty system. Chapter 4 presents the results of the survey results of mobile
communication service and device purchase behavior for users and the estimation of

conversion cost. Finally, Chapter 5 summarizes the research results and concludes.

4. Research Results

In this report, as a way to induce competition for subsidies and expand user benefits at
a legal level, regulations related to disclosure subsidies, additional subsidies, and disclosure
cycles were reviewed. In addition, since the enforcement of Mobile Device Distribution
Improvement Act, the mobile device support fee is reflected in the penalty fee, and the
level of the penalty fee on the consumer may rise as the mobile device price and the
level of the fee increase. Therefore, it was examined whether there is any unreasonable

aspect to the user regarding the penalty fee.

— XIv —



Finally, the results of questionnaire analysis related to the consumer's purchase of
mobile device and service subscription behavior were presented, and the estimation
results of the cost of mobile communication service provider conversion were presented.

This study focuses on improving the competition system in the mobile communication
device market to induce legitimate competition for subsidies based on the analysis of
competition behavior in the mobile communication market after Mobile Device
Distribution Improvement Act. Specifically, it reviewed the easing of regulations on
differential subsidies according to the type of subscription, expanding the limit for
additional subsidies, reducing the period for maintaining the disclosure, and designating
the disclosure date.

In fact, conversion costs exist and conversion costs are a factor that slows business
competition. Therefore, it may be necessary to allow some difference in subsidy
depending on the type of subscription so that conversion costs can be offset to some
extent through subsidies, and to stimulate competition for subsidies. However, it is also
important to consider that uniformly determining the level of subsidy difference according
to the type of subscription may be advantageous to a service provider with a large
conversion cost for the service provider. In addition, in the context of maintaining the
support fund disclosure system, user confusion due to different disclosures of support
fund for each subscription type needs to be considered when making policy decisions.
Therefore, prior to deregulation on the differential in subsidy depending on the type of
subscription, a policy to lower artificial conversion costs needs to be considered first.

Regarding the regulation of additional subsidies, it is worth considering raising the
statutory limit of subsidies (x% of publicly disclosed subsidies) in order to promote
autonomy and competition in the distribution network and increase user benefits.
Increasing the limit of additional subsidies will also help foster illegal subsidies.

Regarding the disclosure cycle, it is necessary to induce competition for disclosure
support funds by reducing the period in which mobile carriers must maintain the

disclosure contents unchanged in order to utilize the increase in disclosure subsidies as a
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short—term marketing tool. Since the current disclosure date is not known when it will be
changed, it is desirable to designate a specific day on which the disclosure change is
possible in order to increase the predictability of users.

Currently, the contract discount penalty is determined based on the return of the
accumulated discount amount, and if canceled within 6 months, all the discounted amount
is returned, so it is the same as charging based on the price before discount. In
particular, on average, the refund of the optional contract discount for a two—year
contract is equivalent to 14.6% of the contract amount for a one—year contract, and the
penalty for a two—year contract is judged to be higher than the penalty for small business
owners such as health clubs with a contract of less than 1 year. do. In the case of
support fund selectors, the disadvantage experienced by users who cancel within 6
months is the same as the loss of discount benefits for 6 months, thus limiting the
subscriber's conversion to business.

As a result of the survey analysis on consumer mobile device purchase and service
subscription behavior and business conversion cost, on average, the conversion cost
(including carrier loyalty) of consumers currently using SKT was the highest, followed by
KT and LGU+. For long—term customers for more than 10 years, the conversion cost was
significantly higher than for short—term customers for less than 10 years. The higher
conversion cost for long—term customers can be attributed to the additional benefits of
long—term customers and loyalty to the carriers currently in use. In the conjoint analysis
result, no significant difference was observed in the case of speed—related 5G properties
compared to 4G. This can be interpreted as meaning that consumers have not yet

significantly felt the utility of 5G service compared to 4G.

6. Expectations

It can be used to improve the distribution structure of mobile communication devices,

such as expanding user benefits through active competition, strengthening user protection,
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and establishing order of mobile communication distribution networks.

It is expected to increase user benefits and revitalize competition in the mobile
communication device market by promoting competition for subsidies among mobile
carriers and expanding competition and autonomy of distribution networks. In addition, it
1s expected that the results of the analysis of users' mobile communication device and
service purchase and use behavior and conversion cost can be used as a variety of
reference materials to establish policies related to mobile communication devices and

services in the future.
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<E 3—2> Verizon X2 A= 0|A

Verizon Phone Deals - iPhone, Galaxy, Pixel Promos

Free or Discounted Promotions

A free or discounted promotion gives a monthly credit that is applied to your billing
statement over 24 months to offset the cost of a qualifying device purchase. Depending on
the promotion, a new line may be required.

Below are our currently available free or discount promotions:
* Buy a Samsung Galaxy S20+ 5G and get $150 off when you sign up for a new line or
upgrade an existing line.
* Buy an Alactel Avalon V and get $20 off when you upgrade an existing line.
* Get select smartphones for free.
* Buy a Palm smartphone and get $100 off.

Device Trade—in Promotions

A device trade—in promotion requires you to trade—in a device that is in good working and
cosmetic condition. The trade—in credit is applied each month on your billing statement.
You'll start receiving the trade—in credit once your trade—in is returned to Verizon.

* Get up to $600 off select Android smartphones or $550 off select Apple iPhones when
you sign up for a new line with Above, Beyond, Do, Play or Get More Unlimited. And
get a $150 Verizon eGift Card when you port—in from another carrier.

* Get up to $250 off select Android smartphone or Apple iPhones when you upgrade an
existing line and choose Above, Beyond, Do, Play or Get More Unlimited.

* Trade—in an eligible smartphone and get up to $450 off an LG V560 ThinQ 5G UW.
Unlimited plan required.

A& “Verizon Phone Deals - iPhone, Galaxy, Pixel Promos”, verizon, accessed Apr 6, 2020,
https://www.verizonwireless.com/support/current—device —promotions/
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[32! 3—1] Sprint X|21Z2 XS OA|(Best Buy EHOH)

SAE me
$0.00/mo.

for 24 months

Total savings of $1.00008 includes $41.67/mo. carrier bil credit for 24 months. Bl credits end
wnen prone balance s paid o

Samsung - Galaxy 520 5G Enabled 128GB - Cloud Frad lerawith purchmboo\g\ug
Blue (Sprint)

Pricing Options:
Model: SPHGI21UBLU SKU: 6401446 i CD

$0.00/mo. (New line or Account)

4.8 (48 Reviews) s 14 Expert Reviews
for 18 months with Sprint Flex Lease

9 Answered Questions

Carrier: D
$0.00/mo. (New line or Account)
Sprint ~ for 24 months with Sprint Monthly Installments
Model Family: $29.16/mo. (Upgrade)
for 24 months with Sprint Monthly Instaliments
Samsung Galaxy 520 5G ~

$41.67/mo. (Upgrade)

Internal Memory:
¥: (D for 18 months with Sprint Flex Lease

128GB ~

$899.99 with a new line or account
Color: Cloud Blue One-time payment

$949.99 when you upgrade
5 % One-time payment
i) & ey £

$0.00 down for qualified customers. Tax on full retail price due at time of sale. 0% APR. Ful
price: $999.99.

A8 “Samsung—Galaxy S20 5G Enabled 128GB—Cloud Blue(Sprint)”, Best Buy, accessed Apr 6,
2020, httpsy/www.bestbuy.comy/site/samsung—galaxy —s20—5g—enabled—128gh—cloud—blue —spr
int/6401446.p?skuld=6401446&irclickid=2RAz6C3%3 ANxyO T9wOElylqXhuUki03119cWJk2g0
&irgwe=1&ref=198&loc=2RAz6C3%3ANxyOTIwOElylqgXhuUki03119cWk2g0&acamplD=6142
86&mpid=1661513&intl=nosplash

AT&T S} 5ol 715l wheh AF7H (S $71) e 93 2230 By
1 AAF (T A5 ATk Ak =3 FAA /B A7, SAF7E 7171
7)ol w2} 717183 (trade~in) 0.2 A|Fohs F7A A 99| A o] Aol 7]7]

18) =& ZA3 QFA+30/12 5
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<E 3-3> AT&T X2 A= 0lA|

Samsung Galaxy S20 5G for $20/mo. offer

Get a Samsung Galaxy S20 5G 128GB for $20/mo. for 30 mos. when you buy it on a
qualifying installment agreement with eligible wireless.

Limited Time Offer. Available in select locations.

You'll need to:

s Purchase a Samsung Galaxy S20 5G 128GB on a qualifying installment agreement.

» Add a line to a new or existing account.

» Pay taxes on the full retail price up front.

« Activate postpaid unlimited wireless service(min. $75/mo. for new unlimited customers
before discounts. Existing customers can add to eligible existing unlimited plans, which
may be less). AT&T may temporarily slow data speeds when the network is busy.

* Pay a $30 activation fee.

Note: Requires a qualifying 0% APR installment agreement(30—mo. term at up to $33.33/mo.)
Other installment options may be available and vary by location.If buying on the AT&T
Installment Plan with Next Up, customer is responsible and will not receive any credits for an
additional $5/mo. for the Next Up upgrade feature.

Eligible unlimited plans: AT&T Unlimited Starter, AT&T Unlimited Extra, AT&T Unlimited
Elite, AT&T Unlimited &More, AT&T Unlimited &More Premium, AT&T Unlimited Plus, AT&T
Unlimited Plus Enhanced, AT&T Unlimited Choice, AT&T Unlimited Choice Enhanced, AT&T
Unlimited Choice II, AT&T Unlimited Double Play. Excludes prepaid, session—based, and Data
Unlimited at $45/mo. plans. Speed, usage & other restr’s apply. See att.com/unlimited for
current unlimited plans.

After that you'll get:

+ $400 in bill credits applied in equal amounts over 30 monthly installments—sweet!

Note: Credits start within 3 bills. You will receive catch—up credits once bill credits start.

A7 “Samsung Galaxy S20 5G for $20/mo. offer”, AT&T, accessed Apr 6, 2020,
https://www.att.com/buy/phones/samsung—galaxy—s20—5g—128gb—cloud—pink.html
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Save up to $700*

on the latest smartphones with qualified activation and trade-in for
AT&T.

Trade-in offer steps:

u 1. Buy an eligible phone for AT&T (see link below) with an AT&T
g installment plan.
\-’, 2. Activate the phone on an unlimited plan.

g

4, Go to www.att.com/tradein and follow the instructions to submit
your trade-in request using the prome code TRADEINOFFER20.
Shop eligible phones for AT&T>

See the chart below to estimate your trade-in savings via bill credit.

Customers joining AT&T on a qualified new line:

Eligible phones for purchase Trade-in savings

Apple: iPhone 11 (128GB & 256G8), iPhone 11 Pro, iPhone 11 Pro Max Up to 700 bill credit

Sameung: Galaxy Z Flip. Galaxy Fold, Galaxy $20+ 5G, Galaxy 520
Ultra 5, Galaxy Note10, Galaxy Note10+ 5G

Apple: iPhone 11 64GB (s700 bill credit) Free (after monthly bill credit)

Customers adding a line on AT&T:

Eligible phones for purchase Trade-in savings

Apple: iPhone 11 (12868 & 256GE), iPhone 11 Pro, iPhone 11 Pro Max Up to $500 bill credit

samsung: Galaxy Z Flip. Galaxy Fold, Galaxy 520+ 5G, Galaxy 520
Ultra 5G, Galaxy Notel0, Galaxy Note10+ 56

Current AT&T customers upgrading an existing line:

Eligible phones for purchase Trade-in savings
Apple: iPhone XS Up to $600 bill credit
Apple: iPhone 11 (128GE & 256GE), iPhone 11 Pro, iPhone 11 Pro Max Up to $300 bill credit

Samsung: Galaxy Z Flip, Galaxy Fold, Galaxy 520 56, Galaxy 520+ 56,
Galaxy 520 Ultra 56, Galaxy Note10, Galaxy Notel0+ 5G, Galaxy S10

Google: Pixel 4, Pixel 4 XL

LG: G8X, V60

Ag: “AT&T Trade—in savings”, Best Buy, accessed Apr 6, 2020,
https://www.bestbuy.conm/site/clp—cell—phones/att—trade —in/pcmcat 1571252169
485.c?id=pcmcat1571252169485
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19) “Sim only deals”, EE, accessed Apr 6, 2020, https://shop.ee.co.uk/mobile—phone—deals/si
m—only—deals

20) “great deals”, 02, accessed Apr 6, 2020, https://www.02.co.uk/shop/great—deals

21) “Wirelss Promotions”, Rogers, accessed Apr 6, 2020, https://www.rogers.com/promotio
ns/wireless

22) “Mobility promotions”, Bell, accessed Apr 6, 2020, https://www.bell.ca/Mobility/Mobility
—promotions

23) “Telstra Deals”, Telstra, accessed Apr 6, 2020, https://www.telstra.com.au/deals#phones

24) “Hot offers and great deals.”, Vodafone, accessed Apr 6, 2020, https://www.vodafone.co
m.aw/hot—offers
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25) “Les bons plans mobile et forfait Orange”, orange, accessed Apr 6, 2020, https://bo
utique.orange.fr/bon—plan—promo/promotions—mobile/

26) “Productos y Servicios — Moviles”, Movistar, accessed Apr 6, 2020, https://www.movistar.
es/particulares/movil/moviles?categoria=ofertas%20destacadas
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27) Chen(2005) 282, ZFAF-(2014), Beckert and Siciliani(2018)

28) Chen(2005) =&1, Gehrig et al(2011), Chen(2008)

29) Chen(2005), Gehrig et al(2011), ZAF8-(2014), Beckert and Siciliani(2018)
30) AAFs-(2014)
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