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SUMMARY

1. Title

A Study on Policy for Building the Rational Using Structure of Mobile Phones in a Smart
Mobile Era

2. Objective and Importance of Research

The expenses of mobile phone users increased after the introduction of smartphone in
late 2009, and it is expected to rapidly increase with the variety of smart mobile devices.
In addition, closed smart mobile device distribution channels and institutional constraints
may have a limitation on rational choice by users and put more burden on their expenses.

The purpose of this report is to identify and analyze factors to disturb users’ rational
choice on buying and using smart mobile devices and services in the wireless

communication market. We will also provide policy suggestions.

3. Contents and Scope of the Research

Chapter 2 deals with the trend in smart mobile device and service markets. Chapter 3
discusses how smartphones have affected user expenses and behaviors. Chapter 4
identifies the constraining factors and examines the current USIM/IMEI-related
institutional environment. We also evaluate feasible alternatives and study foreign cases
to provide policy implications. Chapter 5 examines the subscription-period commitment

practices and tariff discount structure in domestic and foreign markets. We also review
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the effect of separate tariff structure on Japanese wireless market. Lastly, Chapter 6

provides policy suggestions.

4. Research Results

Distribution channels for smart mobile devices are mainly formed by telecommunication
carriers in Korea. Secondly, ARPU is 30% higher for the smartphone users than for the
featured phone ones. Under this circumstances, technical and economical constraints, if
any, can have a restriction on USIM mobility and inhibit rational choice by users.

We pointed out that MMS and wireless internet were excluded from the services which
telecommunication providers should provide in USIM mobility. Telecommunication
providers whitelisted IMEI to prohibit a consumer who purchased unlocked smart mobile
devices from non-telecos from getting an access to their networks. We found out that
mitigating such restrictions would make consumers choose rationally services and mobile
phones. It would also increase competition in the telecommunication service market as
well as in smart mobile device distribution channels.

Domestic carriers set handset subsidies, tariff discounts and early termination fee
depending on 12, 18 or 24 months which subscribers committed. We figured out that
contrasted with foreign cases, discount rate was lower in long-term and service-alone
discount programs than in handset bundling in domestic market. Separate tariff structure
reduced the APPU of telecommunication providers in Japan. However, its welfare effect

is not obvious since it also curtailed their costs.

5. Policy Suggestions for Practical Use and Expectations

Based on the above discussion, the government organized a task-force team which

telecommunication providers and researchers took part in to discuss how to introduce
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IMEI Blacklisting into domestic market effectively. We drew up a detailed plan of building
CER systems, equpping the OMA-standard on all new smartphones, including MMS
service in USIM mobility and exposing IMEI number on mobile phones. This study also
recommended that the government needed to monitor the committed term advertisement
and to encourage telecommunication providers to improve service-alone discount
programs. We expect the IMEI/USIM plan will be implemented in May 2012. It is also
expected that policy suggestions will make contributions to improve the current regulatory
institution and to create competitive environment in mobile distribution channels and

wireless communication service markets.
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Article 180. 1. A telecommunications undertaking shall immediately block telecommunications
calls or information transfers at the request of authorised entities, where these calls pose
danger to national defence, security and public safety and order, or shall allow these entities
to make such a blockade.

2. An operator of a public mobile telephone network shall:

1) prevent the use of stolen telecommunications terminal equipment within its network;

2) transfer information identifying stolen telecommunications terminal equipment to other
operators of public mobile telephone networks so as to enable the performance of
activities referred to in subparagraph 1.

3. Activities referred to in paragraph 2 shall be performed by an operator within 1 working
day of the day a subscriber provides a confirmed report of telecommunications terminal
equipment theft, an equipment identification number and a proof of purchase or other data
unambiguously identifying the owner of this equipment. In the case of receiving the
information identifying stolen equipment from another operator, the period of 1 working day
shall apply from the day of receiving this information.
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Communications Market Act Section 70(26/2006) Tie-in sales

(1) The price of GSM mobile network terminal equipment or a related item shall not depend
on whether the user also acquires a GSM mobile network subscriber connection from the
seller (tie-in sales).

(2) Tie-in sales are allowed when entering into an agreement on a telephone network
subscriber connection of another network than that referred to in subsection 1. The
telecommunications operator shall provide the user with a similar communications service
also without the terminal equipment.

(3) Marketing material shall provide the information referred to in chapter 2(4) of the
Consumer Protection Act(38/1978) and the total amount of additional costs to be incurred
to the consumer for tie-in sales.

(4) In connection with tie-in sales a telecommunications operator may enter into an
agreement with the consumer on a telephone network subscriber connection for a
maximum period of two years. The consumer has the right to terminate a time-limited
subscriber connection agreement as of two weeks from giving a notice of the
termination, if he or she has financial difficulties due to a sickness, unemployment, or
some other special reason mostly of no fault of his or her own.

(5) The terms of a time-limited subscriber connection shall not be changed during the
agreement period to the detriment of the consumer. The terms can, however, be
changed because of legislative amendments or decisions of government authorities.

(6) A telecommunications operator may bar the use of another operator’ ’s subscriber
connection in a mobile phone offered in tie-in sales. At the request of the consumer the
barring shall be removed without charge when the subscriber connection agreement
ends, but no later than two years after concluding the agreement.

(7) Section 70 as amended for a fixed period of time by the Act of 20 January 2006 will
remain in force from 1 April 2006 through 1 April 2009. The previous wording of the
section was as follows:
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g3 At o Wi 2o AF AYARGE 71E nATe 3714 BAE
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(F 5—-26) LE NTT DoCoMol| R FAL} HO|A] A H|W(2007H 11 EAl)

QFA  |Wold 2x VEE |WF Zx V|EE | REgEd s3lg
3,78041 2,10041 .
o] IO e 1,050 21917302
BH 8S (1,89041) (1,05041) 050 0
4,830 3,150 .
o) > ’ d 9917302
B}l s 41590) (L5754 2,100 18.911/30
6,93041 5,25090 .
ol M o g 4,20091 147917302
B (3,46540) (2,62540) 200 TR0
10,0801 8,400 .
AL ’ ’ 6,300¢1 10.591/30%
B (5,040 (4,2001) ’
B} LL 15,3301 13,650 11,5501 7.87590/1%
(7,6651) (6,82591) Y ST
BIWAX A 5% Eg
2) 23 o] A= 2d FHo U /|BE WQo] FHed HS

3) wo)|A Fxo| A& 15,7504 Ty FYu] Lo 21%%‘
A-8: (NTT DoCoMo)(2007. 10. 26), “Hi7= % S A Jiths X URKE 7 7 o % it

74) (KDDI au)(2007. 10. 4), “TauE\V it L 7 b 0z OV
75) NTT DoCoMo Annual Report 2008, p.19.
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55 22 43 PURAS S H8AAGE HoA AolE 2k 53 A
Beglo] 24 oo JJREE 50% TALE WUHTAMAXS, EAHER
Swlg e Fosked e olgael 27 FRE ARAI S48 SoftBank
Mobiles} mH7HA 2 @5 & ABSGTE” B volx mrol e FAY aFAES
wgoE Bur) FUNEL 157509 F7h2 AUsh.

SoftBank Mobilee] Te7] ¥-Foh& 4o sof SFYAL GHIRE Fhovk AZ
s41i=8] Wi, NTT DoCoMosk KDDI auts 717kl #gle] 54 82Al9) 7|8 guct gl
g $202 A PAL APoeA ur 484 Bl aFA JuE AsAt

T = NTT DoCoMo KDDI au SoftBank Mobile
71E QA9 7B | 7]& QFAY VBRG] SEF T
- = Qudos 1604 | R Ho ve) g%xﬂ e 2 JBoE
sve golste] Byl 2FA | A AF dto] mj g o] &7
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&o] ol Y 97 g 9
cly 14 14 e}
FE AA A4 o o =
g 2e) Aol % e #
2008 6¥¢ 10 KDDI aue o &A7F & AXE I29 AEF I HE 854 AolE
Bt €A & 4 JE2 24 QFAY 7|EBo 4FFoZ 16804S &elsty 7|E &
A ALHE 4% RIAAT U AT £ s WA SA HFE I~

76) {NTT DoCoMo)(2007. 10. 26), “¥i7= 7% ZHEA =S K RS 7T T > #4R4E
77) {(KDDI au)(2008. 6. 3) "> > 7’V a3 — 2, [T K7 7 > D ek & U Hraah Z A
&0 EE N O TR BRIz oW T
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(E 5—28) YUE KDDI au2| AlZ A £ MZE FA H|m(2008 68 H1H)

= 3,780 1.961¢l -
Exll ' 05041 30
® (1,8904) (98091) 1,050 2191/30%
4,9359 3,255 ]
=4 ’ ’ ,10041 81/30%
> (2,4670) (1,627 2,100 16.841/30
6,930¢1 5,250l ]
#4 ’ ’ 2509 79302
. (3,465<1) (2,625 4,252 14.791/30%=
9,975l 8,2954 ]
Eall S ARRL §159 GelI30%
L (4,987<1) (4,1474) 6,615 12.61/30=%
x 15,7501 14,0701
= ; ' a 515
H (7,87590) (7,0350) 12,600 1575401
z 1) BEANAA 5% 28
2 25 ko] A% 2d P 0 J|RE o] Hed He

3) F AZE 2o AE 21,000909 @] FYu)go] AAH
A8 <<KDDI auy(2008. 6. 3) "> > TN I =2 TR T T Y DIEfSE & RS AR
D5y BN DER BRIz D W

g NTT DoCoMo= 20083 7€ 1% M5 229 BHY §S 254 7|2 8E
AN 195722 Qaksio] e FAMAXS00| EAHESRA500] 488 A9 Soft-
Bank Mobilee] 3ho]E S5 71257k $UHES 2HHGT” ol F oleld oI55 3
Aol Be 834 FERE @AAA fA5D Yok

U 8 auAd =Y 9%
O 7 & st
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78) {NTT DoCoMo) (2008.6.13) “I'4 £ 7SS /) 2 —, 7% EDIEAMHIELZ i FIF”
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F 520 e FRBoNS FAS AT Bk HA HF 229 A9 Eo) obA 2

ToE E AZE 228 oA HYth 4 A KDDI au®] &8 2577F A4 AL
Hlg) a5l dEo] 24 ggtovt, dadE AT F ARZE 129 dEo] 4
gHoz 26 Zldekich 22y 20089 69 ol Sl B2l 8Ale] FsEo) Ba

Hol wpe} AAA v 58 Fd-E BolA FSth ¢hE KDDI aus 20099 12€7H Ty
Fon| g9 A Y ZAL 21,0004 16,8001 02 291, 20113 10€HE = daty]
A &L AYsts E ATE F20 AF YL 22 Gt o9 e 2=

el 2l 25A ddo] FriH oz ARl wet Eel 254 7hdA7E 20083 62 o]

AR 02 Z7heke] 20119 6Lol= AA YA sk T3%7F o ka gtk
(12 5—6) NTT DoCoMo2| %5 FA 7jeixt U Aeh b|F %o

mm : “Value Course” selection rate™

mm: No. of “Value Plan” subscriptions

Subscription rate: 73% I
(Million subs)

45.00

/ e

35.00

(Selection rate)
100%

20.00

25.00

Z0.00

0S8/ 08MZ2 O3 DO 09 00M2 102 106 108 10M2 113 118

*3- Percentage of users who chose “Value Course” among total users who purchased
a handset using new handset purchase methods

Z+&: NTT DoCoMo R A&

79) {(KDDI au)(2009. 10. 19) “T7 V¥R — b T — 2, DHEIZDOVT"
80) (KDDI au)(2011. 8. 19) “T7 b4 K — b T — A DHHZ FHE (1200
81 AEA 7HdAY BEF HYAE AYE X
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(OJ& 5—8] KDDI au?| ME IA 7HAt
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25,000
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80%

_—rux —E=Jres 70%

60%
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20%
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2000 2009 2009 2009 20104 2010 20109 20106 20118 20114

3E 62 SE 128 3E 62 3E 128 3E 6E

A5
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4 HE

KDDI au R #A&

APRU s}
By agAY wE gae Ay B R F59(ARPU: Average Revenue Per User)
&8 AN Atk F 2006 S AAEA] e A4S Bold ARPUE 20074
Hl g Rehglo] 29 Ao R VR 50% FASH = Aul2vt EAEHA A

ol AL, 2007 11€ 22 85A= daf Za%e oS SEHEU

(O3 5-9] L= o[STA 3Ae| 7iAtE & 23<(ARPU) 0|

3,000 o
#5,0187.
. £570)
Y000 A 096,610 S
5,800
Y5000 oo s 453585410
5,070z 049
egEs | B0 R0 GO R R
$2000 Ao [ ... N ... S ... . S ..
o | BN 0 e | e e e
egEs | BN e | e e e
o | O BEE 0 B | e e e
= 07.11 B2 G 2K BA|
FY2005 FY2006 FY2007 FY2008 FY2008 FY2010
(2005 4~2006.3) (2006.4~2007.3) (20074~2008.3) (20084~2009.3) (20004-2010.3) (20104~2011.3)
¥ NTT DoCoMo DD au ¥ softBank Mobile
Zt&: NTT DoCoMo, KDDI au, SoftBank R #t&
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3] dole] ARPUZ A% A 0T Z7ksh AW, el SFAE A% /RS a3
PEES} ATl 1E 4 ARPU gaFol o2 FFoA M AYAT 85359

o asm g

(OJ& 5—10) NTT DoCoMoQ| 7}2lAlE & Q=42(ARPU) T+4 Big}
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B7EE2k
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45070
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Zl22H
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(2005 4~2006.3) (2006.4-2007.3) (2007 4~2008.3) (2008.4~2000.3) (2008.4~2010.3) (2010.4~2011.3)

Z-%: NTT DoCoMo R A=

O ©27] 3] 9 wAF7] W}

2007 AAA=A A&H T Frlstd Gey] A FRE E8 a5AY BAZC

Shato] o] Foj 2008 B AIAT | 3936FHHE Addiu] 235%4 FASIA T ol 7
AAlE AAY A7IZAE 2 20089 5590719 FFE AN 974 o= A

= Hlojd 2009 A A== ZAATE FAE AT EF 2010 A ARl = B F
ddin] 7kt Sl Beta o 13] 2007 | AARS] Hu] FFEo= AR E& A
71ZA S GFOET TS = itk G2 Tl E DR 844 ¢ SIM A8 8 5A
o 2o &8 8FAE ol &3] AlAe &y Fujzt AAHo oF st7] wEo] Ee
SFAY SA7F G2y B o] AR QRlo R )= o o3 &
gl 85A =YL E QI3 ©EY] 7HA Y Aol o84 dEy] £8E5 HANTOEH
s FAA FLF Adolg & 4 Yok o= Ee 85AY =3 HEol v
71 Fdol g Adg o] dEr] FRY AHEY Foll FAsA A AHE NTT
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2 ¢ 4 3l
(08 5—11] Y2 0[SSAl 3Ate| HHEEaf o
(9] )
0,000
50000 L8741
40,870
4DJDDD B 3‘-‘,37“
30,000
20,000
10,000 A
0 4 T T T T
FY2005 FY2006 FY2007 FY2008 FY2009% FY2010
(2005.4~2006.3) (2006.4~2007.3) (2007.4~2008.3) (2008.4~2009.3) (20094~20103) (20104~20113)
B TT DoCoMo B kDDl au B 5oftBank Mobile
Zk&: NTT DoCoMo, KDDI au, SoftBank IR #+&
(38 5—12) CH7| mofaled chary| st SMe=7ke] ZA|INTT DoCoMo O Af)
71& g WolF 22
S —

Handset prices
under previous
model

Handset prices

Reduction of handset
sales incentives

Rise in handset prices

e > ~
nanasat peaas
e prtces e
A BAGH: AF
Value Course
__) handset prices
-
-

N .

Basic monthly
charges

I value Course
: monthly
! charges

Monthly charges
Reduction on basic monthly

charges in compensation for
! rise in handset price

Z+E: NTT DoCoMo Annual Report 2008, p.19.
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927 FYUES AABE AF 2d HYS gREhoR B
FAFAAE A} WAWAA GRAE B BNGOIA A/ AT EHE 7}
Atk w7 ol 24 opgel Bl 71 RES 50% Bl

MEE A A3t ole AFolnt. ol &8 SEAE dF e8] /M4 Heol o
Aol A ¥ 0 Zrgstal 4] wAF77E ZA71SE e A Hole AR &4
Hoh

(08 5—13) Z 0|54 3Ate| HHEI| WH|ZFT| F0
(&9 )

FY2005 FY2006 FY2007 FY2008 FY2008 FY2010
(2005.4~2006.3) (2006.4~2007.3) (2007.4~2008.3) (2008.4~2008.3) (2009.4~2010.3) (2010.4~2011.3)

=+=NTT DoCoMo 283 282 287 3L 438 456

== DDI &u 316 279 289 440 523 458

seftBank Mobile 331 321 354 423 46.8 38.3

=gz 305 286 285 414 477 476

A& NTT DoCoMo, KDDI au, SoftBank R A& A4

S A2 7Fd 3 gko] WS AAE AR F22 Qs MulA AFAA
g Agslr] M e 9Es A aAopt gt o2 s £ Q74 = w2
Fee oy wAF7Y Ar)stet gEo] AYgAl AEE(churn rate)= Y
N

MAL Qi Ao BrhHT.

82) Recon Analytics(201D)oll A A A+ vho} Zro] @Eky] wAF7)= dT7] 2fA7}F A
S-S Fujsty] A7bA] GRS B Y = H s, E}%FJr %‘01 A4,
o] wAF7| N D=(AD 7HIA A7 At 7RI ) - (93
At 7HA ) X 12

r-ﬁ

)
i
=.‘j=
¥
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(O 5—14) L= 0|SEAl 3ALQ| AFIA}L MEHS(churn rate) 30|

16% 305

=+NTTDoCoMo =8 KDDI au SoftBank Mobile  =*E3Z

A 5: NTT DoCoMo, KDDI au, SoftBank IR &%

O 7HiA g5u&
797 190e d5u 8 2 2549 EUd= 1 s e Bt
v KDDI au7} 2009 12258 ©27] 74089 A F94< 21,0000 4 16,800
A= Z stk oA ™ £ 8uAe =9l
ZHAA 11 g5 & BTE 9 vAA F2 72 8 254 249 HE
G27] AN &S Adete L5A7E AEEH) AzFeglal A AFshe FrR T

B7F g0l g2 Zddga € Sl
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(ZF 5—-30) YE NTT DoCoMoQ| ¥¢io|2] ME @0IY Bis} Fo|

(Tl A e
T = 2008 AL 2009 IJAA= 2010 IJAA=
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=4 & A 4955 A 2391 A 1983
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(02l 5—18) NTT DoCoMo2| ASHEZ FO|
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Upper: Point of interface and call-receiver are not in same DOCOMO service area

Lower: Point ol interface and call-receiver are in saine DOCOMO service area

0.230 yen/sec . .
rem— ( ): % change from previous fee

0.277 yen/sec
(134%) 4 563 yen/sec
(-5.1%) 0.252 yen/sec
(4.2%)
0.232 yen/sce
(79%) 0.219 yen/see
| (-5.6%)

0.254 yen/se

0.214 yewsec
(-2.3%) 0.204 yen/sec
(-4.7%)

0.180 yen/sec
(-11.8%)

(-14.2%)  0.206 yen/se
(5.505) 0199 yen/sed

(-3.4%)

0.193 yen/se.
(:3.0%)

0.188 ven/sec

. Newly
0.183 yen/sec 0,180 yen/se. 0-156 yew/s Y

(-2.6%) 27%) ) | (13.3%) Revised
0.160 yen/sec
(-11.1%) ~_
0.135 yen/sec | 0.105 yen/scc
(-15.6%) (-32.7%)

0.087 yen/sec
(-35.6%)

Apr2000 Apr2001  Apr2002  Apr2003  Apr2004  Apr2005  Apr2006  Apr2007  Apr2008  Apr2009  Apr2010
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