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The Impact of Government Regulations on Korean Online Game Market:
A System Dynamics Approach

Hwang, In Young * Park, J. Hun

—| Abstract |

Mandatory shutdown policy of the juvenile protection act was enforced in
December 2011 to prevent game addiction of the youth. However, the size of game
market in Korea seems to be reduced significantly after implementation of the
shutdown policy. The purpose of this study is to investigate the impact of current
government regulations on Korean online game market.

Based on empirical evidences and results from the related literature, we developed
several causal loop diagrams(CLD) and system dynamics models. The CLD include
sub-diagrams of innovation processes, user commitments, and operational costs. We
conducted simulation analyses under various policy scenarios, adopting Normalized
Unit Modelling By Elementary Relationship(NUMBER). Our results show that first,
the impact of time regulation on the number of users is greater than the impact of
content regulation. Second, the quality of domestic online game appears more elastic
to regulations than the quality of foreign online game. The results of this study
suggest that the deregulation in Korean online game market can narrow the gap in
market outcomes between domestic and foreign online games. Some recommendations

for future study are suggested.

Keywords: 2221 A2l At 7A|, Aok, AlA- cloluf2lA, NUMBER
(Online Game Industry, Regulation, Shutdown Law, System
Dynamics, NUMBER)
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Base Model
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Time (Month)
Domestic Game Users : Policy_5(Base Model) 4 4 4 + 4 4

Foreign Game Users : Policy_5(Base Model) 2 2 2 2 2 2

Domestic Game Quality : Policy_5(Base Model) -3 3 3 3 3 3
Foreign Game Quality : Policy_5(Base Model) 4 3 4 4 4 4
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Domestic Game Quality
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Foreign Game Users
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