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Message from the Chairman

The year 2015 has seen the Korea Communications
Commission set a meaningful milestone of realizing
the vision of ‘trusted broadcasting and communi—
cations sector that brings happiness to people’ as

the regulatory agency enters its third term.

Amid the trend of convergence in the broad—
casting and communications industries and a fast
evolving environment brought on by the devel—
opment of the ICT technology, the Commission has
striven to level the playing field, while creating a
sound broadcasting ecosystem. The Commission
has also addressed diverse broadcasting and com—
munications policies to improve its services. This
annual report summarizes the works and key
policy achievements that were made during the

past year.

To begin with, the Commission has laid groundwork
for next—generation broadcasting such as terrestrial
UHD, allowed pilot MMS broadcasting of the EBS
channel, and expanded production support for lo—
cal broadcasting stations to help them improve

the quality of broadcasting services.



In addition, the introduction of the Total Advertising Cost System, aimed at
strengthening the competitiveness of broadcasting content, has increased the rele—
vancy of broadcasting regulations as the Commission strived to accommodate the
voices from the broadcasting industry. The Commission also submitted to the
National Assembly an act amendment highlighting the integration of the

Broadcasting Act; and the FfInternet Multimedia Broadcast Services Act;
establishing the principle of ‘one regulation for one service  for paid broadcasting
business operators.

Furthermore, the enforcement of the ™™obile Device Distribution Improvement
Act; has encouraged business operators to discard unnecessary fierce com—
petition and work towards reducing rates and providing enhanced services. Policy
improvement regarding combined products has contributed to upgrading user pro—
tection and promoting fair competition among service operators.

The Commission has endeavored to foster a sound Internet culture, for example, by
laying out the guidelines on privacy protection for big data and smart phones while
conducting education and campaigns for heightened online ethics.

Going forward, the Korea Communications Commission pledges to contribute to
raising the sense of public responsibility and quality of broadcasting serv—
ices, by exploring a variety of measures to develop the nation’s broadcasting
and communications industry and protect viewers and users.

Your continued interest and encouragement are greatly appreciated.

June 2016

Cho1 Sung—joon

Chairman
Korea Communications Commission
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Broadcasting and Communications
Policy Accomplishments in Graphs

l The broadcasting and communications industry contributes to

national economic growth

® [n 2015, Korea's broadcasting and communications industry generated record highs of KRW 158

trillion in production.

® Korea has ranked top in the International Telecommunication Union (ITU)’s ICT development index.

Domestic broadcasting and communications output
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B Created an environment for the future broadcasting and communica—
tions services with the expansion of next—generation services

® The stable service of quality broadcasting and communications is well represented by the number of

broadband Internet subscribers and IPTV subscribers reaching 20 million and 12 million, respectively.

® Wireless data traffic has seen a 43.3% increase compared to 2014 with the number of LTE subscribers
rising to 41.69 million, ushering in the era of high—speed, large volume, and quality media.

Number of Internet users Number of broadband Internet subscribers
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WiBro, Wi—Fi), as of December each year (one month),
Ministry of Science, ICT and Future Planning (2016)
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B Contributed to enhancing user convenience by leveling the play —
ing field in the communications market

® The enforcement of the ™obile Device Distribution Improvement Act; (hereinafter referred
to as Mevice Distribution Act; ) has encouraged competition for rates and services in the

communications market.

® The number of subscribers to the Mobile Virtual Network Operator (MVNO) surpassed 5 million
and the ratio of subscription to additional services and expensive plans fell, helping to relieve
households of communication costs burden.

Mobile communications device sales
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Average mobile phone service subscription fee Number of subscribers to MVNO
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B Strived to ensure media diversity and guarantee viewers rights

®m The Commission has strengthened the quality of local broadcasting services through policy

support for regional, small and medium broadcasting providers.

® The Commission has expanded production support for regional, small and medium broad—

casting providers, helping to enhance their content competitiveness.

Application for grants for regional, small
and medium broadcasting

(Unit : KRW 100 million)
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B Increased access opportunity to broadcasting for the marginalized
promote the welfare of Korean viewers.

® The Commission has expanded public access to the Viewers' Media Centers to boost view—

ers engagement and offered media education for young students to nurture their creativity

and self—driven study.

®m By providing broadcast receivers for the visually or hearing impaired and supporting

broadcast programs for the disabled, the Commission has improved access to broadcast

service for those who previously experienced a disadvantage.

Number of users of the Viewers” Media Centers

Number of PAs using the Viewers Media Center facilities

(Unit : ten thousand)
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\.
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Note) PA(Public Access) : Broadcasting contents such as TV or
radio shows created by the general public
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B Implemented a variety of activities to nurture a sound Internet

culture.

® The Commission has expanded programs for Internet literacy experience and anti—cyber

bullying class.

m The Commission continued to implement Internet ethics activities, operating Internet ethics

classes and the Group of Korea Internet Dream Star.

Number of schools to run Internet literacy experience

Number of schools to run anti—cyber bullying class

(Unit : school)

(Unit * school)
255
250
2013 2014 2015

Number of teacher trainees on Internet ethics programs

(Unit : person)

6,394

5,409
3,765 |
2013 2014 2015

Number of members of the Group of Korea Internet Dream Star

\

(Unit : person)
8,460
2013 2014 2015

Vil ..

Note) Members included elementary, middle, and high school
students until 2014, From 2015, however, the number fell
as the admission was limited to elementary students.
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B Strengthened privacy protection and improved broadcasting and com—
munications service environment for users.

® The Commission has enhanced transparency in personal information usage by issuing

23.38 million i—PINs and processing 58.93 million requests for mobile ID authentication.

® The number of daily spam mails and mobile messages received by an average user re—

corded 0.52 and 0.15 each on average, as a result of the Commission’s continuous work

towards protecting people from unsolicited messages.

Cumulative number of i—PINs issued

(Unit : ten thousand)

2,338
1,934

Cumulative number of mobile ID authentication

(Unit : ten thousand)

5,893
Mobie authentication 5 1729

5,468

2013 2014 2015

Note) Number of i—PINs accumulative

Note) i—PIN : An alternative to resident registration number on the
Internet that requests personal ID and password for user
authentication.

Note) Number of mobile ID authentication accumulative

(Unit : mail)

0.52

2015

2013 2014 2015
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1. Trends in the Global Macro Economy and Broadcasting and

Communications Markets

a. Trends in the Global Macro Economyl)

It is forecasted that the growth rate of the global economy in 2015 will be lower com—
pared to 2014 due to the stagnant recovery in advanced economies except for the US
and the deepening economic slowdown in emerging countries. The International
Monetary Fund (IMF) has lowered its forecast for global economic growth in April’s
projection by 0.2% point to 3.1%, lower than that of 2014. It predicted that advanced
economies would see modest growth thanks to a drop in oil prices and accommodative
monetary policies, while raising the growth forecast for the US because of falling en—
ergy prices, easing fiscal drag, a strengthened bottom line, and a recovering housing
market. The eurozone was forecast to continue to see moderate growth with the
help of dropping oil prices, accommodative monetary policies, and depreciation of
the euro. Japan was expected to show gradual recovery thanks to additional quantitative
and qualitative easing, drop in oil and raw material prices, and stock price rise (Ministry

of Strategy and Finance, 2015).

The global economy of 2016 is likely to record a modest recovery thanks to expan—
slonary macroeconomic policies, lower prices of raw materials, and labor market

improvement. However, the dwindling global trade volume and the vulnerability of

1) Based on data provided by IMF(2015), OECD(2015), Ministry of Strategy and Finance(2015),
and Bank of Korea(2016)
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emerging economies to the interest rate hikes by the US will serve as a downward risk.
Looking at major economies, private consumption and corporation investment will
boost the growth of the US economy despite a strong dollar and reduced investment
in the energy sector. The ezone is anticipated to experience continued growth attribut—
able to falling oil prices, expansionary monetary policies, and refugee influx. On the
other hand, Japan and China will see their growth trajectory slow down (based on data

provided by the OECD and Ministry of Strategy and Finance, 2015).

Meanwhile, according to the Bank of Korea, the global economy of 2016 is likely to
maintain low growth below the trend level in the absence of a strong growth engine.
The US will post a steady growth driven by a robust increase in private con—
sumption and housing investment. However, there is a lingering possibility of stagnation in
export and the manufacturing industry due to the persistently strong dollar and the
weakening growth momentum in emerging economies. Additional quantitative easing
and increase in fiscal expenditure due to the refugee influx will fuel domestic demand
and consumption. While Japan's growth rate will go up to an extent following the re—
covering business activities, however, the momentum for recovery remains declined.
The growth rate for emerging countries may improve slightly but oil exporters such as
Brazil, Russia and resources exporters will struggle with persistently lagging growth rate.
China, given its mid—term growth goal and solid growth of production and consumption

in services sector, will achieve a growth rate of around 6.5% (Bank of Korea, 2016).

: fable =1 Trends and forecasts of worldwide economic growth (Unit : %)
Classification IME OECD
2014 2015 2016 2014 2015 2016
World 3.4 3.1 3.6 3.3 2.9 3.3
Average 1.8 2.0 2.2 - - -
USA 2.4 2.6 2.8 2.4 2.4 2.5
szjgij Euro zone 0.9 15 1.6 0.9 15 1.8
Japan A0.1 0.6 1.0 A0.1 0.6 1.0
Korea 3.3 2.7 3.2 3.3 2.7 3.1



IMF OECD

Classification

2014 2015 2016 2014 2015 2016
Average 4.6 4.0 4.5 - - -
5 ) China 7.3 6.8 6.3 7.4 6.8 6.5
METEIE - 1 dia 7.3 7.3 75 7.3 7.2 7.4

countries =
Russia 0.6 A3.8 2.6 0.6 24,0 1.7
Brazil 0.1 A3.0 A1.0 0.2 A3.1 1.8

Note) Forecast for Korea based on the results from Korea—IMF annual meeting final report, May 2015, A : Reduction
Source) (1) Based on data provided by IMF(2015), Ministry of Strategy and Finance(2015), IMF Global Economic Outlook, October 2015
(2) OECD(2015), OECD Economic Outlook

The Korean economy in 2015, which recovered from the aftermath of MERS outbreak
thanks to consumption—boosting measures such as supplementary budgets and the
decrease in Individual Consumption Tax, posted a 1.3% growth in the third quarter, putting
an end to the abysmal growth rate of near 0% for five quarters in a row. However, amid
the export decline due to the shrinking external demand, its economic recovery stood

at 2% growth from 2014 (Ministry of Strategy and Finance and Bank of Korea 2015).

While the Korean economy in 2016 is showing signs of recovery led by consumption,
the recovery is likely to record 3% compared to 2015 due to the slowing improvement
of external demand. Looking at the contribution to growth by each spending sector,
domestic demand will exceed exports. The consumer confidence will rise because of
the accelerating growth in the US and eurozone, increase in real purchasing power of
households, and the government’s measures to boost consumption. However, there is
lingering downward risks, for example, the slowing growth of China emerging re—
sources exporters, suppressed economic sentiment due to increase in both external
and internal geopolitical risks, and the possible growth slowdown because of the drag—

ging structural reform (Bank of Korea, 2016).
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| Table I—2 . .
| Forecast of domestic economic growth (Unit © %)
. Ministry of Strategy and Finance Bank of Korea Korea Development Institute
Classification
2015 2016 2015 2016 2015 2016
Economic growth| 3.1 2.6 3.0 2.6 3.0

rate
Source) Ministry of Strategy and Finance(2015), Bank of Korea(2016), Korea Development Institute(2015)

b. Trends in the Global Broadcasting and Communications Markets

The global ICT industry seems to have shown a stagnant recovery as the slowing
global economy and the fluctuating exchange rates of US dollar led to an increase in
product and service prices and delayed purchase by consumers and businesses (Korea
Information Society Development Institute). Gartner, Inc., a market research and advi—
sory firm (2015), estimated that global IT spending in 2015 was down by 5.8% to USD
3.51 trillion, lower than in 2014. All sectors including appliances & devices (A5.8%),
SW (A1.4%), 1T service (A4.5%), and communications service (A8.3%) posted stagnant

growth except for data center system (1.8%).

In 2016, the global IT market is anticipated to grow 0.6% to USD 3.53 trillion over
2015 due to a moderate global economic recovery (Gartner, 2015). While data center,
SW, and IT service will drive the growth, appliances & devices and communications

service are likely to continue to slow down.

| Table T -3 .
| Size of the global IT market (Unit  USD 1 billion, %)
Classification 2014 2015 2016 Growth rate
2013~2014 2014~2015 2015~2016
Appliances & devices 694 653 641 2.5 VAR A1.9
Data center systems 167 170 175 2.4 1.8 3.0
SW 314 310 326 5.7 ANl4 5.3
IT services 955 912 940 1.9 A4S 3.1
Communications services 1,604 1,472 1,454 0.1 A8.3 A1.2
Total 3,734 3,517 3,536 1.5 VAR 0.6



Note) Based on consumption, & : Reduction
Source) Gartner (2015), Gartner Market Databook

The global communications market of 2015 saw both the wired and wireless service
markets post negative growth due to the decline in service price and stiffened
competition. The wired sector seems to have experienced a far greater drop than the
wireless sector. According to Gartner (2015), the communications market in 2015 is ex—
pected to record a 11.3% decline in wired services and a 6.0% drop in wireless services

compared to 2014.

| Table T—4 ..
| Forecast of the global communications market (Unit : USD 1 billion, %)
e Growth rate
Classification 2014 2015 2016
2013~2014 2014~2015 2015~2016
Wired Business 287 258 250 A4.3 A10.2 A3.4
Se::w Individual 296 259 252 £3.8 A12.4 A2.9
Sub total 583 518 501 A4.0 A11.3 A3.1
Wirel Business 292 279 276 1.5 A45 Al1
TEESS Individual 729 675 677 3.0 ATA 0.2
service
Sub total 1,021 954 953 2.6 26.5 A0.1
Total 1,604 1,472 1,454 0.1 N8.3 A1.2

Note) Based on consumption, 2 : Reduction
Source) Gartner (2015), Gartner Market Databook

Despite the decline in global wired communications, the number of wireless service
subscribers and data traffic appears to have risen by a great margin. According to
Ericsson (2015), the number of mobile broadband subscribers in 2015 increased by 24%
from 2014, and a dramatic rise of 66% in monthly wireless data traffic is anticipated.
This upward trend will continue in the coming years, recording an annual growth of
15% in the number of wireless broadband subscribers and 45% in wireless data traffic
from 2015 to 2021. Furthermore, along with the rapid growth in demand for wireless
data communications, high—speed wireless networks, such as LTE and 5G, are also
spreading quickly. The number of LTE subscribers in 2015 is estimated at 1 billion
globally, a 100% increase over 201