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B Mol 24N |88 Hu|B0[2} HoSiC) O|SEA AMMME Mu|AARix;
Z Al Hew|80| EXIE 4 UCk /28 MMM, AHIXE MulA ARIKHE HAY o
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L A&

T o] FFAANAL AR T3PSOl A, BE ARIAE] A2
+ %9 AVIE Fux x¥&a e Foluh a3y H 2o 0)27)7X)
T2 MAdolvd HAEE T AEAA A Fde] Udehx da Qe
o, ole] we} 7iREo] MulA AYAE &71E ARE FSAA YE
WA &3 ot ol AB[ARFEC] £ ANIALE A"Ein Ui g ARl
o)1F3 Aol 4% ¢S AH, & 1HP Ao AFPFA EHojr}. o)X
H Au|AEo] A FolA HE FAIAZH stelM AnAzRE
9 ol& & FYsEHTA s £ 53 A=) $AEHA Dot

HZ AR ZAAY olFFA AMulA JfAE AFL FARAFHA o|FFA
MUIA A 83E 23] A8 QA ARGAE AdsiEEls o) A
€ U3 E J9E AR & A& 1548 W30 F A (number portability) Al
SF 2004d 195 ¢AH 02 =172 &y, @A AR Fo Aot
NFo|FAAEE AMEA Age] w2 2nv|zte] 223, A3 n4g @
HEL2ZAN AnjAEo] 7T FA6 7)iste] B AF28 AR A8
< 7Fs A 3L olF B3 AvA FALS FUMAI A el B3 o) 3l
th 25¢ AlAl AFoA MEolFAel Tt =27t 8ol &3 o] T
7] 9% Flo] AW FA AL TAT w), W o|FA0) o)FF MY
X2 Agn|GolA A= vlFE Frlshes AL ApAAR R FAe) 4

F4E 7tested o) F23% 2A7 Eo

AHEA Q1 A& Lo A3 HPATFE 4B B H Klemperer (1987), Jones et
al. 2002) F°ll 23 1 7ido]l Fel=EA ™, Chen and Hitt (2001), Shy
(2002), Kim et al. (2003), A U< (2003) F°] 1 AVE AFHoE F3%
H29 AT AMHEZR B 4 3tk 53] Chen and Hitt (2001)% AY&+
(2003)2- 4H)2} OIAWE—“,E%‘ o]t A L& AFHeE A A
TFehe A B AFe Aol Qo

B A7 53 AXIJE 7S o|&3) olFA3} AMnla AdelA 9
A8 g9 F71E AHA R S5, 53] HFolF5AHY Tz QU
A9 A7171 dritE 242 F UE RAAXE 4537 93 Hz
ol FAdel thdt an|ate] X E2AtdS A s Qo
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YHUEH O Z = AZFHANNA HBol5A0] AJYE R ggromz =
EAZARE o] & AXJAE TFPL 0439} o9 B Lol
T UAIIES A#u] L& 533 Chen and Hitt (2001) L QEM H]=1
2ojMe] AguEE FAF ANUSE 2003) So] HYe ZYrEeEY
(clickstream) 2t 2 DE A}§-8 R} 2}o]7} It} E & Chen and Hitt (2001), A1
dT (2003) Fo] 719E AFPGuHSE dAPoZTH AP LL 2H3
g Hgte, & AFelME Mulx ARIA 8 Hujsiss HAste]l nds s}
AE FHL olF AT ANHQ APH LS AT 2P o]y
g omE e BAE 2 QTN AN LS BAS SXE A Y o
SHE Au|A Aol Ao R EAsE 2TH AFN|LOoTA AR
Aol ke 2% ol g Pty & 4 Qo)

B =8 e Zo] AW 2 ME AZATY wPoeA ol
SAA A ] AAGT Aen g Y HFo|EA o] olo] mx= PF =
= ZHEST 3P AL BHL 9% AXAE WHE AR W
FHAYHES AAEHULH, 4o E 2HARE FHoT HAPulg
MZolF4 Y 7HAE AXsta, o8 A4&gch wixuto g saeM= o
TELE HIFoE Ang 9 HFo)FA0] FF o)EFAAF A A
o 489 3 AL 2] 4% A e AN

II. °]5-5AIA %] APu) L3 HE)5A A=

] B 5 A1 7] & (Information and Communication Technology, ©]3} ICDAN] &
AME 53] o]FFA AAL A 100 {d7F 2 HYAAE Boln] A
ICTHY S H3E FEFLE 22 F7HEAY 7z s wasigd. o
AT o] A FjEdEIY A AuANY A s A= A
2 Ashs B9, AL AEY Aot 75 EE Anlao Ae &
FAA MZE FRE 2= T AAR FA02 I 747 2] g
718 Bste} Anrte] £ IUsE 2A4Er) Y A& A

1) o] AEYl AlolEo] H&3A FAL i FAL TUYET Foll h AR
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AA e FRol BQstrh o] AL AlFAMY NP FAT FARL
HRE F Y= HAT] AFFAS R ok Fr)

A fEvets olFFA A s FEARAAE 787 94§ 1)
R FAE A8 Aok vdA FAE FAEAY G L ol gA HWY
FRolgts /A FRF stol] Al AuiA AlGAe] gy 4F FAE o
A8 Aga= vl F2 AR AE AUH R FHEe F= FHolnh
A AFFFE] 50%E de ANAE AR A AGRE 3HFEE
sk Fo] vt A thide] Har ot vlthA FAY HEAQA o2
A QETAE § 7 Utk KFTAY B @A AUAY A uAE FEE
o] o] SKEHEFS 2 FL ARFAINY £AAMEQ HbA, KTFS LGEH)
T v AnARelth T8y A A AL 9% ojx9
oz Eeta vgd FAle AR I3 A9 FHA Yoz AguA
HES 38 5 thes FAEE < ok AAZ 0T} AR o F
< AR A 4FF FeE 345 A AR skLHEY R
ol A A 3ol AR, KTFS LGEaIFo] o|Bt}t At & FF0
E AAEY 2FE A Wi 7143 ge) 8433 Hol YA gL A
o2 Hriga ot (olAdE, 2001) E uwjEd 72 HEB-EHPTN 25
(Herfindahl-Hirschman Index, HHI?+ 2000%d 2961 $Fol|A vty A7}
24307 AR 200190 34142 57} Asstedn) vty A7 A
EE H33t J=Ae i) o] AZIE T = AAelt). oY AR
< B3] A% g FHF ATdx EFET o]FFA AlFA
TET FAo] AFEHA G FR3 ofF F9 b anAs EA A
A A 1EHO glo] TE AMAIR A= Ao ojH7] yiRo|th,

AL Folo FFEAA & tigtold thE ite g Afe= A
st AGEE AAFHNAY e v &g Do) gty Agn

2) sRE-SHAWAFE AW 7199 AZAFEE %2 T )59 AFL FAtsol
Aargct

3) FEIZTAR AT (2002)

4 olst Bt o]FFA A gAY L AW LE FHOE BAR B¢ 2002
A Mulzof] 710§ an|A7E AMEIAE i Folshe Bl 53 MulA Aol A
EHHE @AYo LA o]f7l HIZ o] FFA Ae] H@u| o] TAY] PEOZ A
g vk it
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< 2BAE od Anja BAle] FojFe FHozw HHE 5 ot
(Joens et al, 2002) A&H]&of TAd Fol= AF2 AFHY DA 23
& & Klemperer (1987), 11 9AIS T2 A|E3}3 Joens et al. (2002) I WA

< 71F2E ¥ Klemperer (1995) oA AAE] & 4 Qe vl & QA7
A= Joens et al. (2002)2] AV G FHo AT =8 FHo AHn
=% sl

Jones et al. (2002)°] W= Hv| L2 A Al 7lNE FE T 4 9ok
A, A<H] & (continuity costs)o|Th. AEH] &S THA] AsAtan) 43 23
43w 8202 o)l 4 Qlok A 5/d4In](lost performance costs)S A 8
Al SAl He B3t #gel st Q14& Tatn, £3441) L (uncertainty
costs)= A&F Zlo] o]AHT ¢ R AF5d 7HsAlel g Bazte T
th. A, 8] 8(learning costs)©)th 4B 4L HF o] d g W 7y
€, g olF A B AA w)g, HF vgo Yy &k A% o)A
Bl 9l 76 L (pre-switching search and evaluation costs)& A3 o] Ao A

g AL Frleke ol = A7k g g A4S Zety, A
o]F B 9 QIX)H]L(postswitching behavioral and cognitive costs)2 2 3-5}
I F AR Mula g Sgste O 5 A3 2P gigt Q1A
& T M8 E(setup costs)> AP A Aservice provider)ol Al 4
HIZEY @AM S ARE dEled S A =3, 783 XS oi%
AHE Ttk AR, vhEH|E(sunk costs)S TAE FHs T X3 d)
ojul xE Tz} vl Lo thdt A& TETh

F‘l

<E 1> N@d|g82 27

Jones et al. o £ o/ MawH|g 2 70N Hols HMam|g
e 2|8

R ERAIES Mol NA b8

UM U8
szl staulg

HEOIH g4 U B8 He B Y B

M 0|3 By ¥ oIX|H|E M22 Mu|A sau|g

Hyuig ME M Y HEWAZ o8 $1H|8
ENE eyl 2elH|g
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2 A7 BAWEY o)FFA MujaeA 22T £ Y AN L
g 1 <E 1>% Zo] AAH £ F At AA, APo]A Fyd #Ho
i ) golnt. AnjzkE AFAE A Al AP v @) =) (mileage)
Muj22] ERIES 7| AHE Al wE F38F ¥ Y F& A
T ATk EA, EHAAY v]§ 22N A o]F APGATL AlFdE Aulx
9 4350l ol Mulx Ho WEA] sty HAE F YSoZN B
e MRk HolA] e TR Fol o7]d sgEh A, AE oA
LA AR B4 9 Frpgolt anjAe AEE 18 W o A2
T T3 4R A0 2 AIAE B3, o1 HlE B § A
AF-E A Hed o W AT Fo] Futdn A, A2 Ay
&% Fgshe B8] EATE A olF AMEE JFolv F2E 937
Al 2nA7E Anjdhs Az o] o]of sjgEith tAlA, WEH 1l
AP A% FaH)golth ARIAL A A] Q] 71X EAZE A§ A7
T3, ol FA3te MEIL R U3 vt WS E F9 AFREA
e Ex AT Y, b9E AHde] W3 7o A2 HEE 7] 9
A =5 A xg, 93 A 32 R Av F1 5L gujgt o4
A, G2V T8 golth ARIAL AF Al 1 F% AHER ol FAs dE
719 W7ol &7 HY 2L GE7|E FUNHL 3= B9t Y 7
Aot

A 2 o 7HA] dgnjfo] AT AL LA AR Al 58
H3E V|E0R AARE AASA Hedl, Wk Agu)go] A A
go= Q% aRF7HEEG AW AES A gkoy & Aot F A@w)
€9 A717F € 9 719 ARTEZ 23E JheAde] AA JE Ve
ko] @ito] fojstA frt. vihE Agn| L] F7)7F FAohE 4v|ate] =
FEE Ago] o]FolH A&FY AATEE Y F Y& Rolth

i)

5) AAZ 24 o]FAse] e, MBolFYo] EYSHACiEE JRIAEL AEHAIGRASG
PCSAYALE ol58 AF Fog Aolz A dA7I7F A2 38EA o] wEel
9L71E N2 Flsordt
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III. Zt8 o AF2Y

AZXRNE 3L 7MHAQ 8ol Anlzte] AEo] thdt 214 5 (stated
preference) & 7|22 & EAWHo|Ge, AXIE BENAE o7 71x)
FEFL £40] 71 e FI=E 2R A AATOZR AR A Fo|
Ao AT v @48 MEHoR HA% o8 Anrt gz
9 h=el 7193 dd M e (choice), 45914 € (ranking), 4 ¥ (rating) 52
ARE 712Z AZAAE FAHTY AZAE BN/ 7|E Ags B
obellM AAFL £4%7 AF MEZ 5L 95t FH A BLHo
skoro] HZ FA S FolellA 4v)zt H80]8 2 ARAAS HHED 7
THEA BAA, W)E L AFE $4 Sl g Brlold 2|z w4
A& 2 At (marginal willingness to pay), ¥4+ A(compensated surplus) &<
FRsted A=

2 ATE olFFA AH|29 HAPH| LS AAET WEo|FA AAH
7 T87] A8l avlRtellA o)FFA HulAg o 7lx] £Ado] 2
B =S AN 08 WA FoER 2R} Fh=e) Ao Q)
T 40 driutF Y JXE B E BAsT B A3 Az
E 7Y€ A9 7 528 olfE AT AN o7 Wi Fo|TA o)
AlBE D YA ko= F FA|A F (revealed preference) A} 57} Ex]312] &
7] WEoltt. A H|E FAMEREI} EA8AY sas 279 &
Ztgrto] EAFE B9 2 A7) Y ARE 4L W3l So] ©y)
U 58 2% 4T 29=HAE 7h5Ao]l A7) mEo] RS} n)x)
= H23 H4A AT F = &M S(stated preference) FEZ A}
AZXIE ]‘ﬁ°] et 7—‘}5}‘:}.?_ ?—i T 9,1‘:]'

oo rir & r
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gu) 47 WEolEAY AFHQ JIXNE FAHE FAo|EE, WEFHS
33 Ao J&S vjA Ao JUsHE FPEL WYsteo} Ht o
9} B s}o] OFTEL(Office of Telecommunication) (2000)8] RHEE AlAMSH=
Hl7} At} OFTELAIM = o] FFA1 AlgolA e Fel7t He 4%
)3t AnRF AEZRALS A1 vt Jed 2 AgE thE 20 g8l
5 gIRo] AuH|zIE0] AF A FLIA nEFE Q4T AETWA, A
A 7HA, J2e @) 7Y LA, Aulae 4, QU2 AFAER F
Q AoE Yehth

<8 1> o|SH8l Mu|A NEHE NstE 24

== ohd

AT 7}Eo] e AHIAE ol &3lR S
Aul2e) H49

A AdAteke] Al

AdAE wlart Y

GLIECE-= ]

Aze dE7] 74

Aux 713

LikACK:]

%

0 5 10 15 20 25 30 35 40 45

B AFo|ME 0|2 1B ET, 7|e duzA R AFFA S A3t o
o3 o] 77Hx9 FA £A4¢ AdaRth $A dA YU olFEA
AHA AR 2 n@ste] ‘BAZ £49 $E& IE FAUS T
WA S0 2A 1A MulAE 719 9 Six) Mulae B, dEd A
Hl Ao oig BEE Q7 2w 59 FEHA MUAE Uit Al
WA 24 ‘EV-DO(Evolution Data Only)*H] A9l A@ojFolr}, FHl#AE
2 (ubiquitous) Ath7F ESHAAM AA oldelAy FRE An Aol 3=
Au)zpe) 877} Z7lslEE 14 dlolE $54l0] JhEd EV-DOA R A9
ARFSAL AR 223 A4 F 4D Rolth ] AR AU 7HA S



<4 AR FHT AFTEA A @38 AF 4

A AREALS] F ABA o] 8 o7, AR Al LYo WA Fed AS
92719 TAE 8-S 4 99 7HE, A8 A AR AR 7}%]3]% -
7HAE3e 7H ZE A v 8E 4992 Jetd ¥ 1 Ag s
o2& ©27] MA0] A glod diy) FYujE-e ‘%}*33}7‘1 ¥ A
= X dow ZRQINg A B gevh o WA $4& F3 9
HEF Aot o]FTA AMula B9 Z7)E 3At 3549 zto)s}
Aoy dAe THFAY o7t AR FER BAARAE YEhYR
T R Atk TRy AAY o]FFA Mujavt BAHOR HFHE o)F 1

HolHE FA 3] A e A3 +89 71&0) e 7HER 53}
HEIHo] AES T8 247 A Relth 4R WA £4& WFo)
8 AHI2 Y {7 (AT §3) 7bs ool mixgo s dF WA
7] WA R oIt} A A 9Er|E WA HA AR o
71 715 SFalok she Al o] wAsty, AA Ao ARy

al
=

<E 2 AX0UE Mo Z8e M 9 £
%4 P
2= AA BA} CA}
(BRAND) *
27 Mu|~ D
ES S
(SAT, UNSAT) =S =8 =8
EVDO AjH|~ _ e
(EVD0) 7ks =7ts
o 71 u
gl oigl okl
(PRICE) e e 10
] EX0) HE () xg )
O] XA I X
b *(Fjlg X 10m) = 08 B2 |08 = 281 W2 | (108 = 48 BS
Amf e ) | Ay 2 oHE) | A &S oE)
HB0|SN -
OIS QX Ths olF)HE X 2ils
| Wz o o oo ot 2
o Lo gl 2z Lo
HErols -
&t CIPSETY
o & B
~ 58 3e AU 8% AW Lo 94 F 9F 94 us
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o] QY FARE YT F JorE dHy] WG T APAR AR F
23 g0tk PME AFHRe] @BV WACE YA v)&S Ax
NE A7 EA wet 7tF&Ad TG 122 9E7) tﬂ?éOi
B &40 7HENdo] X35 @Eth o) 77HA] 4] &4 2l &
37N S ZEE AL <X >0 £} I FEFC] AAHY 91':}.
AolM HAE SHELS T AL 242 A HYGANE, BEFAA
HE, AR g Wrhe g A2 Au|A SEH| 8 HIHE 9 AdEA}
2 A% Faung, 9Ly] FYHE S dgdtn Yok F, v gWAF
(PRICE)E ©27] 74n)§2 4%& vehlz, @27 2A o5& 2v|3}
t HE(UNCHE MEE Aula 851]89 958 Jehid, H3ol5A
ABla 7hEoiR-E Yuldtes HMFWPHE ME BA30E A% FaHlEE Y
Ebdith. ol & Al Tﬂ°‘%’éﬁl% B840 4, AR 9 B, Al
2& AuA g5ulE 52 FAFHA FHE T8 FHo] FE7] WEA H
4 FAAHY X@wl%—&‘r(su/)a 3 ¢ =44 5 Ao,
B AZJE AEAHE dFtE gex AA o]FA3t Au|AE o] &3}
= 28AERE ez 37) {8 ol At AMgoj R i A&
o d§ FAErY JMder AFEY T VEAEE FIIEIC
5, vol, 7kta7], A4, 4 79 AT-3AEE HrLs H;‘z‘s}?it}.
& AL AFdL Qe T 194914 60419] 1 5008 G R
oJRon HeAle YU, A3 EXd njsy BES —T—%‘s}ﬁd&x
FARA HEHAE o3 2ok AEAE A4 10709 7122 §
9S 3 o, HIo|FAT 9] WAE AT 5719 4o diE AR
< 9 %EP ARAE 5719 AR A g 7= 7198 =y
o] Ft=2 AEA2] PAlstatus quo)H]2e] et TitFtER o] -8-Fr}o),
AEA= 371H =g 3 HE@EenR 3t BF oA 719 AE, 5 18719

Q

O x| R
b gy

-1m Mo

l

7) olNE AFu|go] 7igdz FAHE o] ol AP Ao FPAYE FAAA
Chen and Hit (2001), A< (2003)2] ATFelA 2 A L3} 3ojd Zteth

8) A3 ¥ 'd(screening) AE] 23 o]F A3 Mu]AE o] 43R i 34 HEA AL
Horg AA FAdE 46692 AEE AL

9) A ANIFAAEI ARER ¥ A3, SLY] BFL A Al o} Fol2R
A )53l ch

10) FAAHA LEF= YL HE 1€ F



< AN §9 3 ARTFZA AR 8 AT 43

Ft=o] £4% wi71A o} 97)eA & AEE 3709 Zold BISZR o]
FojA Utk AF B0 HEAIF EA /AT A2 AR AL B,
Umx] £ 7le st=E BASE CAFR TAEH Utk AEA dA YHE
et 718 A2d Ueixl 12709 st=s 242k SYPF<L AMuL bijt
& Yehd 5 AEF A XA A (orthogonality tesh S T3} T4 = AT

2. 4329

\o

2 AFoME AnjAlY AES #E37] A% A5EA AXJE BB
E3 zZ+ 9} digtel s mivle AR E o] &8ttt ek 3
2 9% 427 2AHOR o AHdiscrete) SHE /At T B & ek
Ak e 2 8 (discrete choice model)S 12 A" 75 dijls: F /M =

[«

& B8 FL UL AYsE YU 204 Y52 BASEY F
2o BY|ZRI) B ERAAE olF ALgo] o FEA Aulad &
HA AEEEE $HSGT o AHEREGANE At Ao B8

FEA7)E gigke A"t S 712E &Y, BF dukFo R &
H)z}o] fgo] A2 Ql BB (deterministic part)¥} &-E2Z Q] F-#(random part)
o2 YyoA Utk 7H3E dhe=dl, o8 8 A 45 ¥ (random utility mod-

eh2olel sttt FEFLEF W $UR no] gt Jeo di& =7E

A4 58 Uvs g 4 )3 2ol 834 58 Vvl 284 54 &
2 o]2ojrh,

Unj V( nj’SW S )+£nj =ﬂzznj +ﬂSWSI/Vj +ﬂssn +8nj =ﬂxnj +€nj

(M

i7leM Zy e g9t nol AAsks it J o ARSAE A 44
B, W = Aia Age] thgt A8 oivldummy)RFold, $RRtY A

11) ojAtE R o] of#t EAS Train (2003) p15-37 FE.
12) Marschak (1960) =,
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o] @A) o3t Yt ol BAS} MulA ARt THE Aol 1, 18R @
2 A% 09 gg JHAh 5, & anla n g AASY A S vepdch By
£ Zys W g me 2@t $498E Auen. A, fu, B 27
zy, SW;, Xy o Asez RREs ek au)z} nol F J A9 thet
Z gt i 2 NEE FEL o3} gt

P, = Prob(U,, >U, Vj#i)
= Prob(V,, +¢, >V, +¢&, Vj#i)
= Prob(g,; —¢,, <V, =V, Vj#i) @

o] &&2 ¢t ik RE O st 52 58S F HE F
(ev=2)oy (=7)uet 2 oe 388 yuuzz, gau
&, =(Enr60) o) AREEEF B (joint probability distribution function)

()2 o188t gex go] & 4 uh.

P, = Prob(e, —¢, <V, -V, Vj#i)
= [IG, -5, <V, -V, Vj#i)f(,)de, 3)

o}71o14 1() = =) % 4=(indicator function) °|m|gtey. o] wf f() o g
of WetA oy 7}A] oY R Y] HLo] shsditt. B A E H=E
QE MHES F3 SEXA gt Z4zte dis) ¢45 wi7|A st
o2, o] & A S (odered data)E FA317] 93t FEELEH AN AEEH
2 o= HEWS(Ew)7t BE sNAe] i3 iid(independent, identically dis-
tributed) I & =33HE E(type I extreme value distribution)& 713 & £HEA
Z. ¥ (rank ordered logit mode) S ©] 8§33ttt AZARE L AA=E 7}
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A ARQJE HE3} 72 CRM(Contingent Ranking Model)ollA ga] 229)
al., 2001)

! 2 & (multinomial logit model)& 3] <€
P A3 Fdsith ety 54 <4V #EE g3
2 A 48} o] AE 715 Helclosed form)Z EHAE7] wfiFol H3gh
AlEE oA Qlols FEAAt] Jtedtte AHE etk E EE
el el =7t A E FES 1FEE MY A3 Ehs digte] o
& AEs T AdgALG v)E L8 A5e g o g2 FR
£ 2% 7 ok

v

exp ( ) exp ( Var, ) _ exp (V,,,H )

RS S A W AR )
“

Prob(ranking 7,,7,,.

o17)e 4 (ranking 7,7, n) 1= pohe) cherel 918 vhehdich

NTQ $uat & s7le] therel] s (ranking 77,7 ) o} o) %9
2 W7 zzd gsg Zusleis ASRe I o8 AR
(maximum likelihood estimation method)2 ©]&3lF =], ©]& {3 2I1¢%
&4 (log likelihood function)= 4 (HE °l-83te] t&3 o] A= + Utk

N J
=ZZPrOb ranklngrl,rza ’r)
n=1 k=1 (S)

FAT AT HES 499 S »de 4 49 Aol U A 7
©(marginal contribution)E YEH7] WEeo] A7+ wnrtesd AvlE 2A
et wEbA ZojFel ou)Rort Fbed FAE fs] A 4 £4
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Estimating the Switching Cost and its Implications
for Market Structure: Case of the Korean Mobile
Communications Market and Number Portability

Jongsu Lee, Yeonbae Kim, Jeong-Dong Lee, and Yuri Park
Research Associate, Research Associate, Associate Professor, and
Ph.D. Student, Techno-Economics and Policy Program, Seoul National University

The Korean mobile communication market seems having been distinguished by
a high extent of competition since mobile communication services were first
introduced in Korea. However, subscribers’ churning, that is movement of
subscribers from one provider to another, has never been outstanding in the
market as well as the average price level for mobile communication services has
been stable for the last decade and the prices charged by alternative service
providers stayed at virtually the same level. These are raising a suspicion that
competition often takes the form of competing in the brand-switching barriers
and not in the price-quality ratio of the services. This implies that consumers
tend to stick with the brand they are currently using because of prohibitive
switching costs.

Jones et al. (2002) defined switching costs as “the perceived economic and
psychological costs associated with changing from one alternative to another.”
Consumers in the market with switching barriers will switch to a new alternative
if the switching benefits net of switching costs are positive. The mobile
communication market is a good example of the market with high switching
costs. The number portability, which allows consumers to retain their previous
phone number after the brand change, plays an important role in lowering the
switching costs and thus promoting competition. To provide key information
about firm strategy or competition policy in mobile communication market, we
analyze the following issues: 1) switching costs in mobile communication market,
2) consumers’ valuation of number portability, 3) the reduction of switching
costs by number portability.



58 EXREMHAR F128 2N »

This study estimates consumers’ valuation of switching costs and number
portability using the conjoint analysis method based on consumer surveys where
respondents were asked to rank mobile communication service providers
alternatives differing in quality attributes such as the brand, number portability,
advanced data service, price, and quality of service, to name just a few. By
estimating consumers’ willingness to pay for number portability and switching
behavior, it is observed that there still remains significant level of switching
costs in the Korean mobile communication market even though the number
portability has been in force and it lowered the switching costs considerably.
Finally, we draw some implications for the competition strategy in mobile

communication market.

Keywords: Switching Costs, Number Portability, Conjoint Analysis, Mobile
Communication Industry
JEL Classification; L1, L96
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