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Empirical Study on Unit Bias under the Flat Rate Pricing in the
Korean Mobile Telecommunication Market
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ABSTRACT

The purpose of this paper is to empirically identify whether unit bias exists or not under the flat rate pricing
in the Korean mobile telecommunication market and to give the desirable form of pricing plans for minimizing
this irrational behaviors. Our results show that with the flat rate pricing consumers tends to make more voice or
data traffic over their optimal consumption level, meaning the existence of unit bias in the Korean mobile
market. These results imply that under the current pricing plans subscribers may pay higher monthly fee than
their optimal cost which maximizes their utility, for using the telecommunications service. Thus, policy makers
need to consider adopting mobile operators’ segmentation of the flat rate pricing plans for the reduction of

subscribers’  telecommunications costs and the improvement of consumer welfare.
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Fig. 1. Utility(U) and optimal consumption(X*)
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Table 1. Socio-Demographic statistics of the sample
Number of sample Statistics
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e |female 493 497.2 | 0.071 1 10.790
* Jtotal 988 | 988
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% 30°s 278 256.7 14.395| 3 .002
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b [Lou+ 178 | 1o | o0t 3310
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Jeju 19 11.8
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Table. 2. Monthly average usage by voice and data

Category Voice Usage Data Usage
Average 4.3016 4.5709
Number of sample 988 988
Standard deviation 1.37944 1.38820
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I 3. ArEE AA A¥
Table 3. The results of normality test

Category Voice Usage | Data Usage
Statistic 213 235
Kolmogoroy- . 988 988
Smirnova
p-value .000 .000
Statistic .928 .902
Shapiro-Wilk df 988 988
p-value .000 .000
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Fig. 2. Histogram of monthly average usage of voice and
data by age
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Table 4. Descriptive statistics of skewness by voice and
data

Skewness

3)

Category Statistic | Std.Error Conf. Interval(95%)

lower upper

voice | 3g8 078 0.541 | -0.235
Usage

Data 1718 078 0871 | -0.565
Usage
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Table 5. The results of Pearson’s Chi Squared test by
sex, age, area and company

Category X’ df p-value
Sex Voice 13.956 6 0.030*
Data 5.9421 6 0.430
Age Voice | 42.9538 18 0.001**
Data 38.4903 18 0.003**
Area Voice 52.498 60 0.743
Data 53.139 60 0.723
Voice | 85.5827 18 0.000%*
Company
Data 23.1211 18 0.186
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Table 6. Monthly average usage and the results of
skewness test by voice/data and age

Skewness
Category Ave. Std. o Conf. Interval
Error | Statistic 95%)

lower | upper

<19 3.84 145 | -0.107 | -0.45 0.23

Voice 20’s 4.30 143 | -0.337 | -0.63 | -0.04

30’s 4.53 1.26 | -0.445 | -0.73 | -0.16

>40’s | 4.42 1.31 | -0.531 | -0.84 | -0.23

<19 4.93 1.19 | -0.689 | -1.03 | -0.35

Data 20’s 4.64 1.31 | -0.702 | -0.99 | -041

30’s 4.47 1.37 | -0.675 | -0.96 | -0.39

>40’s | 4.32 1.57 | -0.604 | -0.91 -0.30
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