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SUMMARY

1. Title

Consumer Empowerment and Protection in the Smart Device Environment

2. Objective and Importance of Research

As smart devices rapidly spread, the markets and players also expanded and tightly
interact with one another and the traditional regulatory regime based on facility-based
competition and ex-post consumer production turns ineffective. New regulatory issues such
as net-neutrality and separation of the storage and execution just partially precursor this
kind of huge changes and challenges in the competition and regulation issues in the new
telecommunications and broadcasting environments.

This research report focuses on the news issues around the consumers and compettions
in the smart device environment, and tries to derive the implications for developing the
regulatory policy directions, which can be applied to the new complex issues around

consumer empowerment and protection as well as the competition policy.

3. Contents and Scope of the Research

This research report comprises as follows. Chapter 1 explains the objective and the
importance of the research. Chapter 2 analyzes the changes in the markets around the
smart devices and the use pattern of contents. In addition, this report investigate the

potentially problematic issues regarding cloud computing service and net-neutrality principle.
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Chapter 3 reviews the current regulatory policies in telecommunications and broadcasting
market and their limits. Finally, Chapter 4 suggests new consumer empowerment and
protection policy implications for the smart device environment and measures which can

enhance the effectiveness of the regulatory policies.

4. Research Results

The introduction of Apple’s iPhone triggers the emergence of the new smart device
environment and the platform providers like Apple and Google hold the initiatives in this
new ecosystem. In Korea, this change shakes up the previous walled-garden model of mobile
ecosystem, which is heavily favored by Korean network operators, and new kind of services
developed by small, venture business suddenly start to flourish. On the other hand, fair-
compeition issues such as pre-load access, exclusive dealing of contents and privacy issues
are kept being raised.

In addition, new kinds of regulatory issues have appeared. As the mobile Internet traffic
keep surging, the network operator’s profitability becomes lower and they are inclined to
priortize the IP packets for fear of congestion by small number of extra-heavy users. This
condition eventually lead to the validity of the network neutrality principle.

Another issue is the separation of the storage and usage of service. In principle, a
consumer who owns the media can store in his or her own device and has the exclusive
right for his or her private use. However, cloud computing services blurs the storage and
usage of service, and the storage is physically out of control from the consumer. In this
case, the consumers may be totally locked-in to a specific cloud service. If the data
portability is not sufficiently provided, a dominant cloud computing service company may
be tempted to use its market power and engage in anti-competitive behaviors.

In Korea, individual competition and consumer policies in telecommunications markets
thus far have been consistent and sometimes even led the international trends. On the

other hand, the policy measures regarding broadcasting market have not been effective

- Xiv -



for almost all disputes among Korean broadcasting companies. Most of all, despite all the
efforts from Korean Communications Commissions, most of its current regulatory policies
still based on the vertical competition regime, which is not consistent with the new smart
device environment.

This report suggest that, instead of implementing ad hoc policy and guideline, the focus
should be on the market performance and especially more on consumer empowerment
policies. For this purpose, the standardized information provision for proper comparision
and choice of telecommunications and broadcasting services should be devised. In addition,
regular consumer empowerment should be performed to evaluage the level of empowerment
and the effectiveness of policies. The competition policies also need to eliminate ad hoc
aspects and focus more on the market efficiency. Especially, the legal base for general
rule of reasons application should be founded. For this purpose, the legal and technical
speciality by the regulatory agency must come first. Finally, the inter-regulatory institutions

and international cooperations should be reinforced to achieve effective results.

5. Policy Suggestions for Practical Use

The preliminary results of this research report are used for the KCC's internal planing
seminar, held in May, 2011 and Consumer Protection Department’s internal discussion report

in Sep. 2011.

6. Expectations

As of 2012, the consumer protection department of KCC chooses the consumer empower-
ment as one of its main policy objectives. This research report is expected to help to set
up the direction for the implmentation of the empowerment policy and evaluation of

empowerment.
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Questions

(a) What forms of
discrimination
are fair and
reasonable?

In what
instances
intervention
might be
justified?

What form of
intervention, if
any, would be
appropriate?
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Online gaming and VolP forecast to be 0.79% of all consumer internet traffic in 2015.
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processing of personal data and the protection of privacy in the electronic communi-
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