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SUMMARY

1. Title

An Analysis of the Effects of Regulating the Total Quantity of TV Advertising and
Other Regulatory Reforms in the TV ad Market

2. Objective and Importance of Research

The policy-making authorities have recently been attempting to revitalize the broadcast
advertising market by facilitating competition in it through the improvement of various
regulations governing the market. Specifically, they have abolished the compartmentalized
regulations on time allowed for TV ads, which was controlled according to the types of
ads, by introducing a regulatory system based on the total quantity of broadcast ads as
well as alleviating the length of time and genres allowed for virtual advertising and
product placements(PPL). These efforts are intended to increase self-regulation in ad
scheduling among broadcasters.

However, there are diverse views on the effects of these institutional improvements on
the TV ad market. This warrants an objective analysis on the effects of system
improvements related to broadcast advertising. For example, some people raise concerns
about the introduction of the total-quantity-based system, arguing that it will create an
excessive tipping effect with broadcast ads preferring certain types of media and
consequently causing imbalance in development among different media. On the other
hand, others call for more deregulation, arguing that the effects of system improvements

are too limited to expect that they can invigorate the broadcast ad market.

_iX_



3. Contents and Scope of the Research

This study analyzes the effects of the recent institutional improvements for broadcast
advertising, including the introduction of the total quantity system for broadcast ads, as
well as the mitigation of regulation on virtual ads and PPL, on the revitalization of the
TV ad market. Through an objective analysis of the effects, the study aims at providing
reference data to be used in discussions on the achievements of benefits expected and

the need for additional system improvements.

4. Research Results

For 12 month-period from 2015 Oct. when the total quantity regulation on TV
advertising was introduced, 3 major broadcasters have generated expected sales of 10.9
billion won which amounts to 0.84% of gross advertising sales(1,285 billion won) for the
same period. In order to study changes in broadcast TV ad viewing by the introduction of
the total quantity system, we estimated Gross Rating Point(GRP) for programs whose
advertising sales actually grew after the total quantity system was applied compared to
that for same programs before the total quantity system was introduced, resulting in the
increase in GRP. But, the estimated increment of GRP(9.3%) was smaller than the
average rate of increase(11.1%) in total advertising length due to additional ad sales
caused by the total quantity system, which implies these additional sales might have
occurred for advertising at low-rate position.

For 12 month-period from 2015 Oct. when the restriction of genre allowed for virtual
ads was mitigated, 3 major broadcasters have generated additional ad sales in sports news
and entertainment program by 5.69 billion won which amounts to 0.44% of gross

advertising sales(1,285 billion won) for the same period.



5. Policy Suggestions for Practical Use

As the report contains the final result of analysing the effect of recent regulatory
reform for broadcast TV advertising such as an introduction of the total quantity system
on the market expansion and efficiency increase, it can be utilized as base material to
evaluate the achievement of such regulatory reform or the necessity of additional system

improvement.

6. Expectation

The regulatory reform for broadcast TV advertising is expected to secure finance
system of broadcasting industry by strengthening the competitiveness in the broadcast TV
ad market, which contributes to expanding the budget for providing high quality

broadcasting service to the audience.
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