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232 Gongneung-ro, Nowon-gu, Seoul, 139-743, Korea
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ABSTRACT

This study? is an empirical study on the effect of telecommunication rate policy in Korea.
More specifically, it examines the relationship between the Mobile Device Distribution
Improvement Act enacted in 2014 and mobile telecommunication rate and device
installments. Therefore, the research question is ‘How does the Mobile Device
Distribution Improvement Act affect consumers' telecommunication rate and device
installments?” Six - year data from the KISDI Media Panel was used as the research data,
and STATA 13.0 was used for the analysis. As a result of the analysis, since the
implementation of Mobile Device Distribution Improvement Act, both the
communication charges and the terminal installments of users decreased. Despite these
monetary benefits, the policy did not establish transparency in the distribution of the
mobile communication market, which was originally intended, and it was limited in that
it failed to secure policy compliance or trust from the policy target. It is necessary to
enhance policy effectiveness through policy adaptability and trust in communication

policy.

1 INTRODUCTION

“What is the government's role in telecommunication rate policy and how far can the
government's market intervention for consumer welfare be allowed?”

There is a hot debate on the Mobile Device Distribution Improvement Act (hereinafter
referred to as the “Device Distribution Act”). After the enforcement of the Device
Distribution Act on October 1, 2014, the social discussion on the effectiveness of the
system was heated, but neither side secured policy justification. The discussion on the
effect and continuity of the Device Distribution Act has continued. For instance, in
September 2017, there was a discussion on the discontinuation of the ceiling on the




subsidies introduced as a 3-year sunset period at the time of the Device Distribution Act.
The discussions on the Device Distribution Act just emphasize each side’s claims
unilaterally, rather than being a rational process based on an objective review of the
effectiveness of the policy.

This study empirically analyzes the effect of the Korean government’s
telecommunication rate policy using Korean media panel data for six years, from 2011 to
2016, provided by the Korea Information Society Development Institute (KISDI). The
topic of this study is “How did the Device Distribution Act affect consumer
telecommunication rates and device installments?” The panel data were analyzed using
STATA 13.0. In the following chapters, first, the handset subsidy is discussed in general,
and the handset subsidy policy is outlined. Second, the effects of the handset subsidy and
the telecommunication rate policy are empirically examined, and the major variables,
research model, research question, and research hypotheses are derived. Third, the
research method is discussed, and the operational definitions of concepts, measurements,
and analysis methods for the empirical analysis are introduced. Fourth, the policy effects
of the Device Distribution Act are analyzed through descriptive statistics, factor analysis,
and panel data regression analysis, and the policy implications of the analysis are
presented.

2 Literature Review

2.1 Handset Subsidy Policy of South Korea

The handset subsidy issue has been a very important part of Korean telecommunications
regulation. Based on the Telecommunications Business Act, the government has ensured
that subsidies for equipment do not lead to discrimination against users and adherence to
illegal distribution structures. The regulation on the prohibition of device subsidies was
enacted through amendment of the Telecommunications Business Act in December 2002.
And the law that was scheduled for sunset in 2006 was extended once more by 2008.
After 2008, subsidies were allowed to go beyond the subsidy limit of 270,000 Korean
won (about 270 dollar). However, after 2008, subsidy competition intensified and the
government revised the upper limit of the subsidy by setting guidelines in 2010.
Accordingly, the Korean government issued numerous investigations and sanctions
against illegitimate discriminatory subsidy payments. In addition, in the 2012 government
audit, it was emphasized that excessive competition for device subsidies and
countermeasures to solve excessive user discrimination problems were emphasized. At
the same time, the National Assembly also proposed amendments to the
telecommunication carrier law, related to the restriction of device subsidies and the ban
on communication penalties. In November, the Korea Communications Commission and



the User Protection Bureau formed a TF to improve the distribution structure of terminals
(November, 2012).

At the time when the handset subsidy bill was prepared in 2014, discriminatory and
opaque subsidy payments were one of the biggest issues in the mobile service market.
Subsidies were concentrated on the seller and a small number of consumers, who earned
excess profits, while the majority of consumers suffered relative losses, and this structure
was Telecom carriers used subsidies as a means to secure new subscribers, and new
subscribers enjoyed more benefits than existing subscribers. This support structure of
telecom carriers worsened the distorted telecommunication market structure such that
consumers bore the ongoing transaction costs to find a better subsidy.

The Mobile Device Distribution Improvement Act ("Device Distribution Act"),
established for the purpose of promoting a fair and transparent distribution order for
mobile devices, became effective on October 1, 2014. The Device Distribution Act
stipulated support without discrimination so that the same subsidy would be paid for the
same device regardless of subscription type or region. The Mobile Device Distribution
Improvement Act established for the purpose of establishing a fair and transparent
distribution order of mobile devices was implemented on October 1, 2014. According to
Article 1 of the Mobile Device Distribution Improvement Act, the purpose of this Act is
to contribute to enhancing public welfare by promoting sound development of the mobile
communications industry and by protecting the rights and interests of the users thereof
through establishment of sound and transparent distribution order of mobile
communications terminal devices.

Contents
Revision of Telecommunications Business Act:

2002 Prohibition of device subsidies (sunset clause)
2006 Extended Sunset Terms (~ 2008)
2008 grant subsidy within statutory limit
2010 Restrictions on upper limit of subsidy (by guideline)
2012 Korean Assembly, commencement of amendment of
telecommunications business act
Government, Installation of TF to improve terminal
2012 o
distribution structure
Enforcement of Mobile Device Distribution Improvement
2014
Act (sunset clause)
2017 Abolition of the Act

Those who supported the subsidy payment for mobile phones believed in strong
regulations for the following reasons: (1) if a handset subsidy is given to the new
subscriber, it will eventually become a burden for the national economy, (2) the subsidy
expansion in the mobile telecommunication service market will increase the rigidity of
the existing telecom market structure, and (3) not only market competition, but also
consumer welfare will deteriorate. Opponents argued that: (1) subsidy payments can
lower the initial burden of subscriptions to consumers and induce price competition
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among providers, and (2) regulating subsidy payments is an excessive restriction and may
violate the freedoms of the business operator guaranteed by the Constitution [10, 11, 14,
21, 30]. Therefore, opinions about the enforcement and effects of the Device Distribution
Act were also divided. Furthermore, there was controversy about whether actual effects
can be produced only with the regulation of the handset subsidy in the absence of
addressing the issues of the rate permission system, the separate notification system, and
other systems.

Therefore, there has been continuous controversy about the policy effect of the Device
Distribution Act since the enforcement of the Act. After the enforcement of the Device
Distribution Act, the Korean Government claimed that policy effects are appearing
through changes in consumers’ consumption patterns and increased competition among
mobile phone companies. For example, the proportion of subscribers in mid- to low-
priced rate plans and the number of used phone subscribers have increased, while
subscribers to supplementary services have decreased. Mobile carriers have revised their
subscription fees and rate plans while manufacturers are lowering the factory prices and
releasing mid- to low-priced phones (IT Times, Dec. 6, 2014). On the other hand, as
subscriptions of high rate plans increased during two months after enforcement, demand
for rate plan improvement increased In addition, the limitations of the Device
Distribution Act were pointed out, as the Device Distribution Act circumvention
phenomenon appeared in which excessive subsidies are competitively paid for older
phones that do not have a subsidy cap (IT Today, Nov. 24, 2014). Afterward, the
controversy surrounding the effectiveness of the policy was repeated whenever any data
related to the Device Distribution Act were announced. Recently, with the inauguration
of the Moon Jae-In government, various plans for restructuring of the mobile
communication rate plan have been discussed, including the abolition of the Device
Distribution Act, the introduction of the separate notification system, and the expansion
of the optional contract discount system.

2.2 Previous Works Related to Handset Subsidies

The research trends on handset subsidies can be divided into theoretical research on
handset subsidies in general in the field of economics, quantitative empirical studies on
the effects of handset subsidies, and general policy and case studies on handset subsidies
and the Device Distribution Act.

The economic approach to the handset subsidy has aimed to establish theoretical models
about economic logics around the subsidies or regulations and market effects (market
competition effects, consumer welfare effects, etc.) or to empirically analyze the effects
by estimating demand or measuring consumer welfare [1, 4, 5, 6, 8, 10, 11, 13, 14, 16,
18, 20, 21, 30, 31, 32, 33]. However, the results of these studies suggest contradictory
results on the effect of handset subsidies, and the opinions about empirical analysis results
are either contradictory or only possibilities mentioned by the researchers that can occur
in various situations [2, 3, 11, 22].



As discussed above, although studies on various handset subsidies have been carried out
thus far, the debate on the policy effect around the Device Distribution Act has not settled
down, but instead is heating up. Although there have been some empirical studies on the
effects of handset subsidies, there have been only a few studies on the effect of the Device
Distribution Act. Furthermore, the empirical analyses focus mainly on the formulaic
calculation of welfare effects. Therefore, there has been a lack of research on the analysis
of policy effects using consumer data on actual telecommunication rates and device
installments. The present study is meaningful in that it examines the changes of
telecommunication rates and device installments more specifically by analyzing the panel
data that has been collected for six years based on nationally approved statistical data.

3 RESEARCH METHOD

3.1 Research Analysis Framework

This study’s research problem, which analyzes the policy effects of the Device
Distribution Act that became effective in October 2014, is: “How did the Device
Distribution Act affect consumers’ telecommunication rates and device installments?”
More specifically, the research problem and hypotheses of this study are as follows:

Research problem: How did the Device Distribution Act affect consumers’
telecommunication rates and device installments?

Hypothesis 1: The Device Distribution Act will lower consumers’ telecommunication
rates.

Hypothesis 2: The Device Distribution Act will lower consumers’ device installments.

The Device Distribution Act is designed to promote consumer welfare, reasonable
consumption behavior, and fair competition in the market by securing transparency in the
distribution structure of mobile devices. In particular, the Device Distribution Act
provides support for non-discriminatory subsidies so that the same subsidies will be paid
for the same devices regardless of subscription type or region for subsidy support that
focuses on new subscriptions to telecom carriers. Thus, it will prevent biased
consumption of the latest expensive devices and reduce the burden of device installments
by increasing the use of low- to mid-priced devices. Moreover, it is expected that
telecommunication rates will be reduced by introducing a policy to increase the range of
optional contract discount systems (12% -> 20%) that provide a rate discount if
consumers select the rate discount (two-year contract) instead of receiving the terminal
subsidy.

The dependent variables are the consumer’s expenditure of telecommunication rates and
the expenditure of device installments. The independent variable is the enforcement of



the Device Distribution Act. The control variables consist of demographic factors such as
gender, age, educational background, occupation status, and monthly income; such as
possession of a mobile phone, possession of a smartphone, mobile phone communication
time, and wireless internet use time (3G and 4G); and policy factors such as welfare
discount and subscription of the mobile virtual network operator (MVNO) service.

3.2 Key Variables and Metrics

User demographic variables have been steadily addressed as causal variables affecting
the use of mobile phones. Gender, age, income, education level, occupation, and so on
have been used as user demographic variables. Furthermore, factors affecting mobile
communication rates and device installments include the possession of a mobile phone,
the number of mobile phones in possession, possession of a smartphone, mobile phone
call time, and wireless Internet use time such as 3G and 4G. In addition, the effects of
telecommunication policies such as the application of welfare discounts and the use of
MVNO services are also important factors in telecommunication rates and device
installments. <Table 2> summarizes the main variables and measurements.

Table 2: Main variables and measurements

Variable name Items Measurements

1: less than 1 million won

2: Less than 20,000 won

3. Less than 30,000 won
4: Less than 40,000 won and less than 40,000 won
5: Less than 40,000 won and less than 50,000 won
6: Less than 50,000 won and less than 60,000 won

7: Less than 70,000 won
8: Less than 70,000 won and less than 80,000 won
9: Less than 90,000 won and less than 90,000 won

Monthly mabile phone
communication charge

(Excluding
Mobile content/information
communicatio usage fee, and device
n rates installment based on the
last 3 months rate.
If you use more than

Dependen . 10: 90,000 won or more and less than 100,000 won
one mobile phone, total : -
t charge) 11: Over 10 million won
Variable g (1 dollar = 1200 Korean won)
1: less than 1 million won
. 2: Less than 20,000 won
Monthly installment 3. Less than 30,000 won
payments. ]
Device 4: Less than 40,000 won and less than 40,000 won
installments  (If you use more than 5: Less than 40,000 won and less than 50,000 won
y . 6: Less than 50,000 won and less than 60,000 won
one mobile phone, total i
. 7: Less than 70,000 won
installment) ] L
8: over 7 million won
(1 dollar = 1200 Korean won)
Independ 0: female
gender male, female }
ent 1: male




Ages

Variable
- Under 10 years old

(Dummy variable)

- 10-19 years
- 20-29 years 1: Under 19 years old
age - 30-39 years old 2: Only 20-39 years old (reference variable)
- 40-49 years 3. 40-59 years old
- 50-59 years 4: over 60 years old
- 60-69 years

- over 70 years old
Final education
- Preschool
- Below elementary
school graduation
- Below junior high
. school graduation
education .
- Below high school
graduation
- University graduation
or below
- More than a graduate
school student

(Dummy variable)
1. Below elementary school graduation
2. High school graduation or below
3. Above university graduation (reference variable))

1. No income
2. Less than 500,000 won
3. Less than 50 ~ 10 million won
. Monthly personal 4. Less than 100-200 mi!lipn won
income income 5. Less than 200 to 30 m_|II_|on won
6. Less than 300 to 4 million won
7. Less than 400 to 5 million won
8. More than 5 million won
(1 dollar = 1200 Korean won)

occupation occupation 0: none
P P 1: occupation
mobile phone . . 0: None
status 1 Using a mobile phone 1- Yes
mobile phone  number of mobile i
status 2 phones
smartohone Whether you have a 0: None
P smartphone 1:Yes
1. SKT
mobile phone mobile phone operator 2. KT(KTF)
operator P P 3. LG U+(LGT)
4. (MVNO)
welfare welfare discount 0: None
discount 1: Yes
mobile phorie Mobile phon_e service
call time usage time )
(call, text)




mobile phone Mobile Internet

data (3G, 49G)
- 0: None
MVNO  Whether to join MVNO
1: Yes
Mobile
Device the enfi t of the | 0: Mobile Device Distribution | t Act
P . e entorcement ot the law - MoDpile Device Distribution Improvement AC
Distribution (Oct. 2014) 1: After the enforcement of the law
Improvement
Act

3.3 Analysis Data and Analysis Method

This study used the data from the Korea Media Panel surveys conducted by KISDI every
year for six years from 2011 to 2016 (Statistics Korea Nationally Approved Statistics No.
40501). The survey method was interviews with households, and the surveyed areas
included a total of 5,000 households in 17 provinces and cities (household members aged
6 years or older). For the analysis method, panel data analysis was used to determine the
characteristics of the data and analyze the policy effects. Panel data analysis can estimate
the dynamic relationship between variables by simultaneously performing time-series
analysis and cross-section analysis. The model setting errors due to omitted variable bias
can be reduced by considering the unobserved heterogeneity factor of individuals in the
model. Furthermore, it provides more information and variability of variables than cross-
sectional data or time-series data, thus mitigating the problem of multi-collinearity. In
addition, the panel data analysis method is more efficient and makes it easier to obtain
estimated values (In-Sik Min and Pil-Seon Choi, 2010). STATA 13.0 was used as the
statistical analysis application in this study.

4 ANALYSIS RESULTS

4.1 Descriptive Statistics

In this section, the descriptive statistics of the main variables used in this study are
examined. First, the average telecommunication rate and device installment, which are
dependent variables, were 42,530 KRW per month and 6,450 KRW per month,
respectively.

Table 2: The Average Telecommunication rate and device installment

Unit: 1000 KRW N Min  Max Average s.d
Monthly mobile phone charge 36556 0 999 4253 23.118




Monthly device installment 36563 0 850 6.45 12.195
N 36548

Next, the telecommunication rates and device installments for each key variable are
examined. For the monthly average telecommunication rates, men have higher
telecommunication rates than women. By age, the group of 20- and 30-year-olds showed
the highest rate, followed by the group of 40- and 50-year-olds. According to the final
education level, college graduates or higher showed higher telecommunication rates. For
those who are employed, their telecommunication rates were higher when their monthly
income was higher. In the case of the possession of a smartphone, the communication
rates of smartphones were higher than those of general mobile phones by more than
20,000 KRW. In the case of MVVNO subscribers, their communication rates were lower.
When the telecommunication rates before and after the Device Distribution Act went into
effect were compared, the average telecommunication rates were higher than before the
Device Distribution Act. The data concerning device installments are generally similar to
telecommunication rates, but by age, teenagers had more device installments. When
device installments before and after the Device Distribution Act went into effect were
compared, the average amount of device installments were lower than before the Act.

Table 3: descriptive statistics

Unit: 1000 KRW II\\I/Iontth mobile pr;(c)jne chserlggnt NMonthly device |:I§tallmpe)erl1q(t:ent

female 254 1M 019 2% 2002 612 nm  535%

gender male 15962 4607 608 4 15%61 687 279 465
total 36566 4253 818 10006 3663 645 21%  1000%

Under 19 yearsold 3% K30¢] 16639 8% 5 697 16264  16%
20-39 years old 8437 501 549 08 4 1006 BO  B%

age 40-59 years old 15101 4691 251 K& 1509 2 269 462%
over 60 years old P83 2691 453 1% D6 161 4874 62%
total 356 253 2B18  1000% 33 645 121%  1000%
Be'o"‘;cer']zrgf”tary B 48 BAF 00 B8 LB 468 40k
High school graduation or
. 18316 20 2043 056 1834 626 1170 487
education below
Above university

graclation 5313 2980 401% U0 953 1468 414%

nz
total 3556 253 BU6 1006 362 645 21%  1000%
None 16%7 K3loY 19457 0% 16972 569 ner 0%
occupation Yes 19539 4% 8% 06 19591 1 236 901%
36566
15004
2052
315

total 4953 118  1000% 333 645 121%  1000%
No income 32 19234 3% 15006 604 13073 3%
Less than 500,000
income won
Less than 50 ~ 10
million won

2115 17449 36% 28 248 6567 22%

62 17178 0% 316 32 7997 4%



Less than 100-200

on won 686 B2 A% 8% 6 68 D10 18%
Lessr'nt::ﬁgnz(\),\?of 0w wm oam M M@ 87 LT %
Less than 300 to 4

ion won o0 %B 7B 0P M9 9 066 1%

Lesnsn .tn?: n4v?/2 rfo > w3 W 3 W8 94 5L 4%

More thjvnoi million 0 ox  mes w7 90 n6B A
total ¥ L5 BN 0% BEL 66 LI 100%

None B8 BB 1692 266 % 74 W0 4%

Smar;phon Yes N8 RS AW A 220 05F UX B2%
total W 0B AU 0% BB 66 LRI 1000%

None B0 LW BB 9% B8 62 1210 9%

(;’:’;:Eﬁt Yes us M DR 3% UB 4R B 3%
total W OB AU 0% WL 66 1% 1000%

None B L6h BB 9% WP 6 125 9%

MVNO Yes 7B UM % M 2% 65
total W LB AU 0% BB 66 RIS 100%

before W0 AR BA9 6%  AB 5% BI6 B%

MDDI Act After 6 4B 2% FM B 7B 007 A%
total W 0B AU 0% BB 66 LRI 1000%

4.2 Panel Data Analysis

Panel data analysis was conducted to measure changes in monthly mobile phone
telecommunication rates and device installments after the Device Distribution Act. The
analytical model used was a fixed effects model that reflects the data characteristics and
the results of Hausman test. Two models were used to separately analyze the effects of
the Device Distribution Act on telecommunication rates and device installments.

First, the Device Distribution Act had a significant negative effect on the monthly
telecommunication rates of mobile phones. The reason is that as a result of the Device
Distribution Act, consumers purchased low- to mid-priced smartphones to reduce the
burden of high-rate plans by moving away from the consumption tendency that relies on
high rate plans and high device installments, and increased rational consumption instead
of frequent replacements of mobile phones. Furthermore, support for device installments
and discount choice (optional discount contracts) has been provided to reduce the burden
of device price and increase benefits in telecommunication rates. In addition, when the
factors affecting telecommunication rates were analyzed, demographic factors including
age (highest telecommunication rates among people in their 20s), educational background
(highest telecommunication rates among college graduates), and monthly income showed
significant effects on telecommunication rates. For the communication environment
factors, telecommunication rates increased with the increase of call time and wireless
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internet use time for consumers having smart phones. For policy factors, welfare
discounts and MVNO policies showed significant effects on lowering telecommunication
rates.

Second, the Device Distribution Act had a significant negative effect on device
installments as with telecommunication rates. In other words, the monthly average device
installment has also decreased since the Device Distribution Act went into effect. The
reason for this is that since the Device Distribution Act, the consumption tendency of
using the latest expensive phones has weakened, and the use of low- to mid-priced phones
with relatively inexpensive device installments has been increasing. Furthermore,
telecom companies have prepared various low- to mid-priced phones to expand the
selections for consumers. Although illegal and expensive subsidy payment practices have
not been completely eradicated even after the enforcement of the Device Distribution Act,
the change in the purchasing patterns of consumers and the sales strategies of telecom
companies have positively influenced the reduction of overall telecommunication rates
and device installments.

Table 4: the result of panel data analysis

Model 1: Monthly mobile phone Model 2: Monthly device installment

fixed effect model charge
Coef. Std. Err. Coef. Std. Err.
Mobile Device Distribution
Improvement Act -0.211(***) 0.016 -0.022(**) 0.009
(reference: none)
ender . .
(refergence: hone) (omitted) (omitted)
U”derollg YRS 0.375(+*%) 0.076 -0.016 0.043
age i
(reference: 20- 533'6”5 -0.106(**) 0.044 0,015 0.025
30) over 60 years
¢ dy -0.160(**) 0.074 -0.007 0.042
education Below
(reference: elementary -0.993(***) 0.103 -0.257(***) 0.058
Above school
unlvers_lty High school or 10.700(***) 0.076 L0.281(***) 0.043
graduation) below
occupation 0.061 0.037 -0.005 0.021
(reference: none)
income 0.062(***) 0.010 0.017(***) 0.006
mobile phone 1.886(***) 0.071 -0.022 0.040
(reference: none)
(re]fg:;tfeh_on”cfne) 1.549(***) 0.022 0.629(***) 0.012
mobile phone 0.006(***) 0.001 -0.002(**) 0.001

call time
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Wireless internet time 0.006(***) 0.001 0.000 0.001
welfare discount

) -0.119(***) 0.044 0.019 0.025
(reference: none)
MVN_O -0.676(***) 0.091 -0.169(***) 0.052
(reference: none)
Number of obs = 37275 Number of obs = 37282
Number of groups = 6696 Number of groups = 6696
F(6695, 30565) = 2.99 Prob > F = F(6695, 30572) = 1.69 Prob > F =
o 0.0000 0.0000
Model Description R-sq: within = 0.2123 R-sq: within = 0.1056
between = 0.7047 between = 0.3842
overall =0.4731 overall =0.1959

hausman test: Prob>chi2 = 0.000 hausman test: Prob>chi2 = 0.000
**%: p<0.001, **p<0.05

5 CONCLUSIOS

First, despite the social debate and confusion associated with the effects of the Device
Distribution Act, the Device Distribution Act has contributed to the reduction of
consumer telecommunication rates and device installments on the financial side. The
reason for this is that since the Device Distribution Act went into effect, telecom
companies have expanded the choices of mobile phones by launching a variety of low- to
mid-priced phones, and consumers increasingly prefer low- to mid-priced phones rather
than the latest high-priced phones. Furthermore, after the Device Distribution Act,
telecom companies have released a variety of rate plans and rate plan reorganizations and
have increased the number of optional contract discount systems (12% -> 20 %) that give
a rate discount if consumers select the rate discount (two-year contract) instead of
receiving the terminal subsidy, which also had an effect. In other words, even though
there are still disagreements as to whether the Device Distribution Act has achieved the
policy goal of transparency of the terminal distribution structure or of providing the same
benefits for all consumers as originally intended, the Act has produced the effect of
reducing telecommunication rates and device installments.

Second, despite the reduction of telecommunication rates and device installments since
the Device Distribution Act, it is difficult to describe the Device Distribution Act of 2014
as a successful regulatory policy. First, it is unclear whether subsidies, which are a major
cause of the mobile telecom market disruption, have been paid transparently to the
majority of consumers without discrimination. Some consumers have benefited from the
closed distribution structure and illegal market, rather than renouncing the existing
practices that rely on excessive subsidies. Second, telecom companies and dealers
continue to compete for market share, paying illegal subsidies despite repeated
government warnings and penalties. Even after the policy, illegal subsidies continue
through closed distribution channels and transactions. Third, in the implementation
process of the Device Distribution Act, the policy failed to secure the compliance and
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trust of the policy subjects. Regardless of the effects of telecommunication rates and
handset subsidies after the Device Distribution Act went into effect, consumers and
markets have constantly criticized the government policy and their distrust of the policy
has increased. It is difficult to sustain a policy that does not guarantee compliance by the
subjects of the policy. If the credibility of the policy is broken, the possibility of policy
failure increases regardless of the actual effect of the policy. In this sense, although the
Device Distribution Act was a bold attempt to normalize the telecommunication market
and increase the consumer utility (telecommunication rates and terminal charges) by
normalizing the distribution structure of terminals, it is an example of a failure to secure
compliance with policy subjects, including consumers and markets.

This study aimed to measure the changes in telecommunication rates after the Device
Distribution Act went into effect in October 2014. However, the Korea Media Panel data
used in this study is composed of broad and general indicators for measuring various
usage patterns of media. Thus, the data has a limitation in precisely specifying the
accurate effects of telecommunication rates and device installments resulting from the
Device Distribution Act. Another limitation of this study is that the surveys were
conducted annually in June, and thus it is difficult to completely control other influencing
factors during the one-year period.
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