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A study on the MVNO Wholesale Price in Competitive Communication
Service Market

Yeong-Wha Sawng* - Khee-Su Bae™ - Heung-Joo Jeon™*

Abstract

In the past, companies should make enormous facility investment and acquire a right to do business
in order to join communication markets, but now they can do business without important facilities, such
as communication networks. Such a movement to ease regulations about companies which want to newly
join the communication industry is expected not only to change a competition frame of the mobile communication
market but also to greatly affect the entire communication industry.

Through this study aiming to look into a way to calculate a reasonable wholesale price related to the
government’s introduction of the Mobile Virtual Network Operator (MVNO) system, | came up with a following
result. | applied the operating profit percentage and the ratio of operating gain to cost to the cost plus
model and retail minus model, respectively, to calculate the wholesale price and found that when | calculated
with the cost plus model applying the operating profit percentage, | could get the highest wholesale price.

On the other hand, | got the lowest wholesale price with the retail minus model by applying the operating
profit percentage. Division of expenses and calculation of profit percentage are important factors in
calculating the wholesale price and such results are expected to help accurate calculation of the MVNO
wholesale price.

Keywords : MVNO, Wholesale Price, Cost Plus Method, Retail Minus Method, Mark-up
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